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The Averted Railway Strike 








“And he said unto them, extort from no man by violence; 
. . - and be content with your wages.”—Luke: 3, 14. 











EW events in the political and economic history of the United 
States have been more significant than those connected with 
the inception and ending of the threatened railway strike that 

was to have taken place on the fourth day of last month. The 
points of chief interest in this matter were these: 

First—A definite change, at least temporarily, in the substance 
of the Government of the United States from a republic to an 
autocracy. 

Second.—A long step in a process whereby labor is gaining 
the mastery of capital. 

The first of these portentous changes began with the death of 
William McKinley. From that time forward until now the Execu- 
tive has not confined his relation to legislation within the limited 
scope fixed by the Constitution. That document gives the Presi- 
dent power to veto bills he does not approve, and also the power 
to “recommend” such measures as he may think wise. But it no- 
where confers any grant of power to bludgeon measures through 
Congress in the manner common to the three most recent occu- 
pants of the White House. If Roosevelt and Taft were both 
blamable in this respect, their instruction has been “bettered” by 
Mr. Wilson, for no President has shown such entire disregard of 
Constitutional limitations in his attempts to enact his will into the 
law of the land. Strangely enough, in this latest instance, as in 
the other usurpations of legislative power that have marked his 
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administration, the President himself has been coerced by some 
power that he feared. He yielded to the threat of a strike made 
by the railway org: inizations and then coerced Congress into obey- 
ing his will, he yielded to some mysterious power in the matter of 
the Panama Canal tolls, and then, in defiance of pledges in the 
platform on which he was elected, coerced the Senate and House 
into rushing through a measure repealing the free tolls provision 
for American ships, thus throwing away a large share of the 
advantages our shipping might have gained in traversing a canal 
built by American enterprise and involving the expenditure of over 
$400,000,000 of American money. He yielded again to Carranza’s 
threat in Mexico, and has now appointed commissioners to nego- 
tiate with him, presumably as a preliminary to lending him money; 
and the next step will doubtless be dictation to Congress in dealing 
with this affair. Examples might be multiplied, but these will 
suffice to show that Mr. Wilson lacks the stern qualities of men like 
Andrew Jackson and Grover Cleveland, who could not be bluffed 
into sacrificing principles in which they believed. 

But President Wilson allowed himself to be bluffed by the 
threats of the railway organizations. Then, evidently filled with 
contempt for the weakness of Congress, he rushed to that body in 
person and compelled the passage of the eight-hour law. He may 
have done this in the belief that it was the best way of avoiding the 
serious consequences which a strike would have involved; or, being 
human, he may have been impelled to the course he pursued on 
grounds of political expediency. He seemed to prefer to surrender 
in face of a threatened strike rather than to take a stand in favor 
of arbitration, which is what the railways wanted and their em- 
ployees refused. 

We have thus come to a position in this country where one man 
imposes his will on Congress. 

That seems the most significant feature of the history of the 
averted railway strike. 

But there is another hardly less important, and it is this: 

Organized labor, acting through a legislative body under the 
control of a political dictator, has shown its power to give orders 
which must be obeyed, or a war of starvation will be waged against 
the men, women and children of the country. This process, carried 
to its conclusion, means that it is but a question of time when labor 
will gain the mastery of capital. 

The abstract merits of this controversy have been exhaustively 
discussed. It is contended, on the one hand, that it was not a mat- 
ter of shorter hours, but of more pay to a class of railway em- 
ployees already well paid; on the other, the railway employees 
claimed that they could not trust their cause to arbitration, which 
always showed bias against them, 
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But the railways, in the matter of rates, must submit to arbi- 
tration by a Government board, none of whose members are of 
their choosing and few or none of whom have any expert knowl- 
edge of railway matters gained from practical experience. 

Must the railways submit to arbitration of requests to raise 
rates while their employees are favored by having their demands 
for higher wages rushed through Congress at the dictation of the 
President of the United States? And is this because one side is 
supposedly more popular than the other? Because capital con- 
trols few votes and labor many? 

If the present policy of dealing with the railroads continues 
much longer—a policy whereby they are compelled (even by act 
of Congress) to pay more in wages, and with increasing cost of 
materials—the time would seem to be not far distant when the 
Government will have to take the next step, which is to assume the 
ownership and possibly the operation of the railways of the country. 








THE RECENT LOAN TO GREAT BRITAIN 





U NLIKE the former loan made on the joint obligations of the 
Governments of Great Britain and France, the recent Brit- 

ish loan of $250,000,000 is secured by collateral deposited in 
New York. This collateral consists of American and foreign se- 
curities of various kinds and having a value of at least $300,000,000. 
The new loan is for two years, in the form of five per cent. gold 
notes, and at the issue price, 99 and interest, yields slightly over five 
and one-half per cent. 

One gets a fresh idea of international finance in studying the 
details of this transaction. That London should be borrowing on 
such large scale, in the United States, at the rate named, and not 
at a premium but a discount, and that the loan is secured by pledged 
collateral—all these facts offer surprising testimony of the vast 
financial revolution which the war has wrought. Will the great 
conflict go on until the borrowing nations have to pay an even 
higher rate, to put up more and more collateral, or possibly to be 
unable longer to procure loans cn any terms cutside their own ter- 
ritory? The wealth of Great Britain and France is still enormous, 
but the problem may resolve itself into one of limits of available 
revenue rather than national wealth. Great resources not produc- 
tively employed afford no ready means of providing revenue with 
which to meet the enormous drains these nations are now under- 
going. ‘Taxation has its bounds, and it becomes a question whether 
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these may not soon be reached. Great Britain labors under the 
necessity of supplying some of her allies with funds as well as pro- 
viding for an enormous home outlay. These enormous demands 
have been met with extraordinary skill thus far, but the question 
arises as to how much longer this stupendous outlay can be borne 
even by two of the greatest and richest nations of the world. Some- 
thing of this kind must have been in the minds of New York bank- 
ers when they insisted on collateral for the $250,000,000 loan to 
Great Britain and the earlier $100,000,000 French credit. Accord- 
ing to a recent estimate, the war loans of all belligerents exceed 
$40,000,000,000. 

Of course, the problem, so far as it concerns France and Great 
Britain, is not a purely financial one. It is yet complicated by the 
military situation. These nations appear to be getting the upper 
hand, but the decided victory they hope for has not been won. In 
studying the great conflict one must realize as never before what 
tremendous sacrifices of life and money nations will make in behalf 
of self-preservation and how costly the attempt of one nation or 
group of nations to dominate in world affairs. 





IS THE GOVERNMENT DEBT STATEMENT 
MISLEADING? 





N examination of the “Financial Statement of the United 
States Government,” for July 31, signed by W. G. McAdoo, 
Secretary of the Treasury, contains a statement of the inter- 

est-bearing debt and of the debt be: aring no interest. The items ap- 
pearing under the latter head are: United States notes, old demand 
notes, national bank notes assumed by the United States on deposit 
of lawful money for their retirement, and fractional currency. 

The Federal Reserve notes, which according to law are ‘obliga- 
tions of the United States, are not included in “the debt statement. 
Does not this omission render the debt statement misleading‘ 
There are over $180,000,000 of Federal Reserve notes now 
outstanding, and according to law they are part of the Gov- 
ernment debt, though the Secretary seems to have overlooked this 
fact. An individual who concealed his debts in a statement of re- 
sources and liabilities would be severely dealt with, and although the 
Government may be exempt from legal penalties it is not released 
from the moral obligation of te stating what it owes. 

The matter is important from the standpoint of principle chiefly, 
for it is not contended that the margin between the gold held by 
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Federal Reserve agents for the redemption of these notes and the 
volume of notes actually outstanding is large enough to have any 
important effect on the debt statement, whether included or ex- 
cluded; but that is not the question. A time will come when these 
notes will be supported by a much narrower gold reserve than now, 
and the facts each month ought to be correctly stated. Should 
the time again come when the Government’s obligations shall be 
distrusted, as they were during a part of the second Administration 
of President Cleveland, this may become a matter of grave concern. 

In the monthly staternment ot money in circulation the Treasury 
presents the facts about the Federal Reserve notes so far as relates 
to the amount of gold upon which they rest. But why should not 
the debt statement frankly recognize these notes for what they are— 
obligations of the Government of the United States? 

Gold and silver certificates are substantially Government ware- 
house receipts for which an equivalent amount of the respective 
forms of coin may be demanded. But Federal Reserve notes are 
a Government debt, and may enter into the circulation supported 
by a gold reserve as low as forty per cent. The Government there- 
fore, in making public its financial statement, should classify these 
notes where they properly belong, and that is among the other items 
comprising the non-interest-bearing debt. 





PROPOSAL TO OPEN THE FLOOD-GATES OF 
INFLATION 





ROM the “Federal Reserve Bulletin,” the official publication 
of the Federal Reserve Board at Washington, comes this re- 
markable piece of information: “In submitting its annual re- 

port to Congress on February 1, 1916, the Federal Reserve Board 
made the following recommendations for amendments to the Fed- 
eral Reserve Act. [Here follow a number of proposed amendments, 
concluding with these two]: 

“Amend section 11 by adding a clause ‘m’ as follows: 

‘“(m) Upon the affirmative vote of not less than five of its mem- 
bers, the Federal Reserve Board shall have power, from time to time, 
by general ruling covering all districts alike, to permit member 
hanks— 

“1. To carry in the Federal Reserve Banks of their respective 
districts any portion of their reserves now required by section 19 
of this Act to be held in their own vaults. 

“2. To count as part of their lawful reserves Federal Reserve 
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notes of their own district not exceeding in the aggregate an amount 
equal to five per centum of their net demand deposits.” 

If the first recommendation contemplates, as it seems to, that a 
bank may be allowed to deposit all its reserves with a Federal Re- 
serve Bank this would mean that a bank could do business without 
any real money on hand so far as the law is concerned. But worse 
than that, it would mean that the reserve money the banks now hold, 
and upon which credits have already been created to the extent of 
several times the amount of reserve, would be used by the Federal 
Reserve Banks (or at least they could be so used) as the basis for 
still more credit. 

As one of the purposes of the Federal Reserve Act was to rem- 
edy the evils caused by redepositing reserves, a change of this char- 
acter would be a backward step. Under the old system the banks 
must keep part of their reserves in their own vaults. 

But this proposal is much less objectionable than the succeed- 
ing one, which would permit member banks to count the notes of 
the Federal Reserve Bank of their district as part of their lawful 
reserves. 

Not since the free coinage of silver was proposed, in 1896, has 
anything more dangerous and unsound been suggested by any one 
of authority on monetary and banking affairs. 

This proposal, in essence, is one for still further diluting the 
already weakened banking reserves of the United States. 

Is this statement a mere theory, or will it bear the test of prac- 
tical examination? 

Roughly the amounts and kinds of “money” other than gold 
now available for banking reserves of state banks are shown as 
below: 


FOC ERTS OE EET $346,000,000 
ici a Ee Be Ue 500,000,000 
National bank notes .............. 700,000,000 

a ee eae aay ote Ree $1,546,000,000 


True enough, both the greenbacks and silver dollars have a sub- 
stantial gold value; the first on account of the Treasury reserve sup- 
porting them, and the second because of their own intrinsic value. 
But allowing for this factor, about half the sum above mentioned 
is unsupported by gold. 

If Gresham’s law, that bad money drives out good, is valid, then 
when the present economic conditions are reversed so that the ex- 
changes tend against the United States, we shall see an expulsion of 
1d from the country and perhaps in a very large volume. 

But as if the character of the reserve money were not already 
questionable enough, the Federal Reserve Board now proposes that 
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it be made still worse, namely, by permitting Federal Reserve notes 
to be counted as a part of the reserves of banks belonging to the 
Federal Reserve System. These Federal Reserve notes may be 
based on a gold reserve as low as forty per cent., and the margin 
above that will of course be credit in one form or another. That is, 
banks will be using credit—some of their own credit, too—as re- 
serve, instead of using for that purpose the standard metallic money. 

While the proposal of the Federal Reserve Board only contem- 
plated that five per cent. of the reserves might be held in this form, 
and even this was dependent upon permission from the Board, the 
suggestion must be regarded as unsound in principle and merely 
as an entering wedge in the process of inflation which began by 
making the Federal Reserve notes obligations of the Government 
and thus substantially endowing them with a quasi-legal-tender 
quality and assuring their use as reserves by the state banks. Fur- 
thermore, there is practically no limit to the volume of Federal Re- 
serve notes that may be issued, and the bars once let down for their 
use as reserves, the country has taken a step toward the policy of 
dangerous inflation that was checked when free silver was defeated 
in 1896. 

There is need in this country to-day for a National Sound Money 
League that will instill into the minds of the Federal Reserve Board 
and of others a knowledge of some of the primary economic prin- 
ciples about money and banking, a disregard of which has involved 
in disaster this and other countries that have forgotten the teachings 
of experience. 





CREATING CREDIT BY LEGISLATION 





NTIL the access of the present Administration to power the 

farmers of the United States were without credit. At least 

that is what President Wilson tells us in his speech accepting 
renomination for the Presidency. He said: 

“For the farmers of the country we have virtually created com- 
mercial credit by means of the Federal Reserve Act and the Rural 
Credits Act.” 

In other words, credit is something created by an act of Con- 
gress. It is not a matter of character, of industry, of business ca- 
pacity, but is dependent upon laws passed by Congress. Therefore, 
to have credit you need not concern yourself about hard work, nor 
bother much about your character, nor try to be successful in busi- 
ness. These things do not count. To have credit you want to vote 
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right. Vote for the party that will legislate credit for you. ‘Then 
to get all the credit you want, keep solid with the ward boss and 
district leader. 

It is really amazing that a man of Mr. Wilson’s intelligence 
could make so preposterous a statement. We have been told in the 
State of Iowa the farmers own three-fourths of the bank stock. In 
all the prosperous agricultural states they have large interest in the 
banks, and are the heaviest depositors. Does not the President know 
that the farmers, long before he came into political prominence, 
had vast credits at the banks? ‘The acts to which he referred may 
have improved the mechanism of granting credit to the farmers, but 
to say that legislation virtually created commercial credit for them 
is to talk nonsense. 

The President taunts the Republican party for its failure to 
enact comprehensive banking legislation. But suppose the Federal 
Reserve Act should turn out to be itself a breeder of panics, as some 
people believe it will, perhaps his satisfaction over that measure 
may be considerably diminished. Presumably, however, the Repub- 
licans are satisfied with the Federal Reserve Act, for they said 
nothing about it in their platform and are not making an issue of it 
in the campaign. 





IS THE “MONEY TRUST” PERPETUATED BY THE 
K EDERAL RESERV E probes 





ARGE claims have been made for what the Federal Reserve 

Act has done in freeing the country from the awful clutches of 

the “money trust.” It is said that credit has been decentral- 

ized and taken out of the control of a small number of banks. In 

these pages the falseness of this claim has been repeatedly shown 

with mathematical exactness. The control of the banking reserves 

has been taken away from over two hundred banks and placed in 

the hands of twelve banks, under the domination of seven men ap- 

pointed by the President. In other words, credit, so far as it is 

dependent upon the bank reserves, has been centralized to an extent 
never dreamed of in this country. 

But is the slaving of the “money trust” also a false claim? 
Speaking in the House of Representatives last summer, Hon. 
Charles A. Lindbergh, of Minnesota, told of the difficulties he en- 
countered in endeavoring to have the “money trust” investigated by 
a special committee of the House. After much delay, here is what 
happened, as told by Mr. Lindbergh: 
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“So great became the demand for the proposed investigation that 
the House, for once, in spite of the reluctance of the bosses here, was 
compelled to act. The committee on rules reported out my resolu- 
tion under a different name, and, in order to prevent my being a 
member of the committee, as well as making it as harmless as possi- 
ble to the money trust, provided that the investigation be made by 
the committee on banking and currency, which was composed almost 
entirely of bankers and the former attorneys of banks. 

“The committee, nevertheless, reported that there was a money 
trust and that its activities were as I had stated them to be, and that 
its existence and the power it wielded were a menace to the institu- 
tions of this country, but for some reason it took no action to deprive 
it of that power. Woodrow Wilson, however, took notice of its ex- 
istence during his campaign for the Presidency, and promised to 
exercise his influence, if elected, to curb its power and influence. I 
have no hesitation in saying that this promise, like many others, has 
not been kept, but on the contrary, the principal result of the finan- 
cial legislation during this Administration has been to legalize and 
more firmly intrench the money trust in its control of business, credit, 
and politics of this vast country than ever before, and in order to 
screen that fact the money trust has bought the services of man 
prominent writers for the purpose of running articles in the press 
praising the system, which in less than six years the people will rise 
in rebellion against because of its intolerable and unjust burden.” 

What grounds Mr. Lindbergh may have for the conclusion he 
reaches are not stated. It might have proved of great interest if he 
had given in detail the reasons why he had reached the conclusion 
that “the result of the financial legislation during this Administra- 
tion has been to legalize and more firmly entrench the money trust 
in its control of business, credit and politics of this vast country 
than ever before.” 





THE FEDERAL FARM LOAN ACT 





HIS measure became a law by the signature of the President 
on July 17. Its provisions are complex. Three forms of or- 
ganization are provided for, namely, Federai Land Banks 

(one in each of twelve districts), National Farm Loan Associations, 
and Joint Stock Land Banks. The Federal Land Banks are to have 
a capital of $750,000 each, which may be owned by individuals, firms, 
corporations and the United States and State governments. These 
institutions have power to buy first mortgages on farms in their 


districts and to issue and sell farm loan bonds. National Farm Loan 
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Associations may be formed by ten farm owners desiring loans ag- 
gregating $20,000 or more. The Joint Stock Land Banks may be 
formed by ten or more persons to do business in the State where 
focated, and in one contiguous State. They may lend on farm mort- 
gages and issue and sell farm loan bonds. 'These bonds, issued by 
the Federal Land Banks and Joint Stock Land Banks, are secured 
by farm mortgages and United States bonds. 

While, as stated, the law seems cumbersome, it has been drawn 
with care and the various provisions for safeguarding loans appear 
adequate. ‘The machinery may be so complex that the farmers will 
be indisposed to use it, though the steps to be taken in procuring 
loans are really simple enough. It is in the whole system itself that 
unnecessary complications have been introduced. Still, once in op- 
eration, it may work smoothly enough. 

The multiplicity of organizations provided for in the new meas- 
ure seem calculated to defeat the real object of legislation of this 
character—the standardizing of the farm mortgage and of the bonds 
issued against such mortgages so that these securities would have the 
widest possible market at the most favorable prices. 

Whether or not there was any real need for all this elaborate and 
costly system may well be doubted. The existing financial mechan- 
ism would seem adequate. Possibly the new law may serve a good 
purpose in taking away farm loan business from some of the com- 
mercial banks, thus leaving their funds more available for ordinary 
banking transactions. Im communities where there are savings 
banks handling the farm loans the new system would seem of little 
advantage, but it may prove of considerable benefit where these in- 
stitutions do not exist. 

The agricultural interests of the country are of such importance 
as to deserve the best attainable system of land credits. If the new 
system shall work out in practice as its sponsors expect, it will be 
of great service to the farmers. Should its facilities really be needed, 
they will be employed; but if not, the conclusion will follow that the 
existing means of making farm loans are adequate. 





STATE BANKS AND THE FEDERAL RESERVE 
SYSTEM 





eng bankers do not relish the attempt being made to coerce 
them into joining the Federal Reserve System. A vigorous 

protest against this policy is made in the following letter from 
Mr. Elliott C. McDougal, president of the Bank of Buffalo. The 
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letter is addressed to state banks and trust companies in the State 
of New York: 

“We have received a copy of a pamphlet issued by the Federal 
Reserve Board, giving a list of banks, items upon which will be 
received by Federal Reserve Banks for collection and credit. In 
that list are the names of a large number of state banks. This does 
not mean that all such state banks have agreed with the Federal 
Reserve Banks of their districts that they will remit at par for checks 
on themselves. For instance, the Bank of Buffalo is on the list. ‘The 
Bank of Buffalo has not agreed to remit to the Federal Reserve 
Banks at par for checks on itself. Buffalo has a number of national 
banks which are members of the Federal Reserve System. The Fed- 
eral Reserve Bank of New York can send to such national member 
banks checks on all Buffalo banks which are not members, and in 
this way collect them at par. To this the Bank of Buffalo has no 
objection, as it stands ready at all times to pay its checks in cash 
when presented over its own counters. It is, however, essential that 
the state banks receiving these lists do not gather a wrong impres- 
sion to the effect that an unusually large number of state banks have 
filed their agreements with the Federal Reserve Banks, 

“Providing the Federal Reserve Board will conduct the Federal 
Reserve System without interfering with or attempting to coerce 
non-member banks, not one straw would be laid in the way of the 
success of the Federal Reserve System. It is perfectly natural that 
the rulers of that system should wish to build it up to the greatest 
possible perfection. It is perfectly natural that they should wish to 
embrace in it all of the banking institutions in this country. Whether 
that would be best for the public is an entirely different question. 

“Until experience has proven the contrary the following points. 
appear to be perfectly clear: 


“First—That the Federal Reserve System is big enough as it is, 
and that until it has perfected its own machinery and proven to the 
country at large that it should be allowed to monopolize the entire 
banking system of the country operating under both state and na- 
tional laws, no further extraordinary attempt should be made to 
enlarge it. 

““Second—The Federal Reserve System is not a sacred thing. It 
is not treason to say so. The entire question is a business proposition 
pure and simple. For a state bank to study the operations of the 
Federal Reserve System, to form its own judgment as to whether 
or not it is best for it to enter, and to discuss all such matters of 
ypinion with the other state banks, is perfectly proper. For a state 
bank, or any body of state banks, to attempt to interfere with the 
yperations of the Federal Reserve System, except in cases where it 
‘learly invades the rights of state banks, is not proper. 
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“Third—The public will be much better served providing every 
state has its own system, competing with the Federal Reserve Sys- 
Within reasonable limits such competition will improve both 
Monopoly under the Federal Reserve System would be 


tem. 
systems. 
harmful. 

“Fourth—By reason of the widely differing requirements of the 
different localities, our state systems, each operating under laws pe- 
culiarly applicable to the state in which it operates, can be adjusted 
to meet local conditions. If there be any principle that is clear it is 
the principle that banks simply furnish the necessary machinery 
for facilitating the business of this country, and that machinery 
should be adjusted to suit business, and not business adjusted to suit 
machinery. In elasticity of adjustment to business needs our state 
systems are distinctly superior to the Federal Reserve System. 

“Fifth—There is plenty of room in this country for both systems. 
Each can prosper without injury to the other. There is no good rea- 
son why either should endeavor to extinguish the other.” 


It would seem that as soon as the Federal Reserve System dem- 
onstrates its usefulness within the sphere in which it already operates 
the state banks would recognize the benefits derived from member- 
ship in it and would join without the compulsion employed to bring 
in the national banks. On the other hand, if the system proves a 
failure, why should the state banks be dragged into it? 


Uy 


FS 


The Lending Power of the Banks 
| From the New York “Evening Post.’ ] 


HERE is noticeable a widespread no relation whatever to real require- 


and unfortunate tendency to figure 
the lending power of the banks and the 
margin of safety by the relations of 
their reserves to the amount fixed as the 


minimum by law. The remark is often 
heard that the lending power of the 
banks is greater now that the Federal 
Reserve act has lowered the reserve re- 
quirements. This is true; but the re- 
mark is apt to be a very misleading one. 
It does not mean that the banks can 
afford to keep a smaller reserve against 
deposits than they could before the Fed- 
eral Reserve act went into effect. It 
merely means that they are allowed by 
Jaw ta do so. Legal requirements have 


ments. Yet men who would have been 
frightened to see the excess reserve item 
fall below the old twenty-five per cent. 
requirement when it was in effect are 
not even disturbed when requirements 
fall below twenty-five ver cent. with the 
new act. There is one feature in the 
Federal Reserve act which really ex- 
pands the lending power of the banks, 
while allowing the same safety; that is 
the rediscount feature, and it has not 
been made use of to any great extent 
yet. In the European banking systems, 
which have no legal reserve require- 
ments, and where the reserve is dictated 
only by prudence, it is usually kept at 
a much higher level than here. 
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N point of attendance the conven- 
tion of the American Bankers As- 
sociation, held at Kansas City, 

Mo., Sept. 25 to 30, came near the rec- 
ord, while in intensity of interest it 
perhaps surpassed any of the preced- 
ing meetings. The total registration at 
Kansas City was 4,315, compared with 
4,600 at Chicago in 1909 and 4,223 at 
Boston in 1913, the two conventions 
which most nearly compared in attend- 
ance. 

The very large attendance was, of 
ceurse, one cause of the interest shown, 
and another was the abnormal situation 
in which the country is now involved, 
and by no means least, the deep feel- 
ing aroused among the bankers of the 
country over certain features of the 
Federal Reserve Act. And while reso- 
lutions were passed commending the 
“fundamental features” of the Act, and 
professing loyalty to it, there is never- 
theless a growing sentiment of dissat- 
isfaction, which individual bankers 
freely expressed over some of the uses 
being made of the funds which the 
banks of the country have compulsorily 
contributed to the new system. One of 
the most significant utterances made at 
the convention, in regard to the Federal 
Reserve Act, was the statement of Mr. 
Vanderlip, president of the National 
City Bank of New York, that it would 
be interesting to inquire what hope 
there could be of the permanency of a 
system practically all of whose mem- 
bers entered it under compulsion. The 
professions of loyalty may be sincere, 
It he would be a most superficial ob- 
s rver who failed to note the expres- 


sions of discontent respecting this 
measure by the bankers of the United 
States. Their chief objection was 
launched against the regulations re- 
garding the parring of checks, but that 
is only a minor phase of the real op- 
position that is developing, which goes 
to the very root of the system, namely, 
the political character of its manage- 
ment. The dangers of a_ politically 
managed banking system, especially 
with respect to its tendency to favor 
expansion when a contrary policy may 
be indicated by prudence, are being 
practically illustrated, and many of the 
most thoughtful bankers are gravely 
concerned over the outcome of such a 
policy. 

Furthermore, the banks  feel—at 
least a great many of them do—whether 
they said so in their resolutions or not, 
that the Government is using the money 
of the banks to compete with the mem- 
bers of the system. And this they re- 
sent very bitterly. 

The convention went on_ record 
squarely against branch banking, A. 
J. Frame, of Wisconsin, leading the 
opposition in a conference of country 
bankers, and most ably supported by 
ex-Governor Bailey of Kansas on the 
floor of the convention. Not only were 
resolutions passed condemning the in- 
troduction of branch banking in any 
form, but also proposing the repeal of 
the law permitting state banks with 
branches to retain them on entering the 
national system. 

A proposal to still further reduce 
the reserves of country banks met with 
decided opposition. 
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NOTABLE FEATURES OF THE 
CONVENTION 


W itHouTt doubt the most impres- 

sive single feature of the con- 
vention was Mr. Vanderlip’s address. 
At a time when most important prob- 
lems in relation to banking and to in- 
ternational trade tempted to discussion, 
Mr. Vanderlip discarded them all and 
spoke directly of things which are of 
vital interest to national prosperity and 
national existence. His address not 
only embodied the views of an expe- 
rienced banker and man of business, 
but was marked by the broad vision of 
the practical constructive statesman. 
Mr. Lynch’s address also dealt most 
ably with some of the same vital prob- 
lems. 

Few conventions have had such a 
notable array of speakers. Included 
in the list were the Comptroller of the 
Currency, the Director of the Mint, the 
Governor and Vice-Governor of the 
Federal Reserve Board, and Mr. Van- 
derlip. 

Mr. Warburg’s address was listened 
to with deep interest. His knowledge 
of international finance and his close 
relations with the framing and admin- 
istration of the Federal Reserve Act, 
gave exceptional weight to his utter- 
ances. He urged the bankers to place 
with the Federal Reserve Bank as 
much of their reserves as possible, so 
that the Federal Reserve Board might 
be better able to handle emergencies 
that may arise after the war. 


co 
THE PAR CHECK QUESTION 


HIS was the subject uppermost at 

the convention. Not that much 
attention was given to it on the floor, 
but it was fully and vigorously debated 
at the conference of country bankers 
preceding the assembling of the con- 
vention. This conference, by the way, 
which has no official recognition as a 
section of the American Bankers Asso- 
ciation, is coming to play a most impor- 


tant part in the deliberations of that 
body. Its meetings are held in ad- 
vance of the day set for the regular 
convention, and its action has thus come 
to have almost binding force on the 
proceedings of the regular body. This 
illustrates the power which the smaller 
and more numerous country banks have 
in shaping the actions of the larger 
banks, many of which hold the accounts 
of the country banks, and therefore do 
not wish to antagonize their position. 

This conference expressed itself in 
no uncertain terms against the par 
check regulations and branch banking, 
and the sentiment of the conference 
prevailed when the convention met 
later. 

Undeniably the feeling of the major- 
ity of those present at this convention 
was hostile to the regulations of the 
Federal Reserve Board regarding par 
check payments. Many bankers re- 
gard the exchange charges as an entire- 
ly legitimate source of profit for serv- 
ice rendered. On the other hand, some 
of the best banking opinion holds to 
the view that if the charges were en- 
tirely abolished, the added business 
coming to the banks in consequence 
would far more than compensate for 
the loss in exchange. 

But if the correctness of this view 
be conceded, the bankers feel resent- 
ment at the sudden and revolutionary 
changes in their business which the 
Reserve Board’s’ regulations have 
wrought. Gradually, through improved 
banking mechanism and more perfect 
means of communication, exchange 
charges have tended lower and lower, 
and in some sections a system of coun- 
try clearings had been evolved which 
had abolished them altogether. This 
process of banking evolution, which 
was gradually being extended, was sup- 
planted by the immediate and drastic 
regulations of the Federal Reserve 
Board, and it is perhaps the violent 
and sweeping character of the change 
which the bankers resent rather than 
the object which the change sought to 
accomplish. They wanted more defi- 
nite proof of the desirability of the 
plan than they thought had been af- 
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forded by the comparatively limited 
field in which it has as yet been tried. 


& 


BRANCH BANKING OPPOSED 


EFERENCE has been made above 

to the action taken against 
branch banking. It is important, be- 
cause an amendment to the Federal Re- 
serve Act was before the recent session 
of Congress whose object was to permit 
national banks to establish neighbor- 
hood branches. 

At the conference of country bank- 
ers, Mr. A. J. Frame, president of the 
Waukesha (Wis.) National Bank led 
the opposition to branch banking in an 
able and convincing address. He of- 
fered resolutions against this innova- 
tion, and these resolutions were adopt- 
ed by the conference of country bank- 
ers, and later by the convention itself. 

Something was, of course, said in fa- 
vor of branch banking. Mr. Living- 
stone, ex-president of the American 
Bankers Association and president of 
the Dime Savings Bank of Detroit, told 
of the experience of the state banks of 
his city in establishing branches. These 
branches, he said, were established as a 
matter of public convenience and they 
brought banking facilities directly to 
many neighborhoods where the business 
would not justify the establishment of 
an independent bank. The patrons of 
these branches, Mr. Livingstone said, 
were treated with exactly the same con- 
sideration as shown to depositors in the 
main bank. 

The convention seemed to recognize 
the fact that in cities where state banks 
have branches, the national banks are 
at considerable disadvantage in compet- 
ing for local business, but the fear was 
expressed that if Congress should au- 
thorize the national banks to establish 
branches in the city where the head 
bank is located this would be but the 
entering wedge which would lead to the 
general introduction of branch banks 
and result in the monopolization of busi- 
ness by a few large institutions and 


the ultimate destruction of the present 
system of independent banks. This 
view prevailed overwhelmingly in the 
convention, as expressed in the resolu- 
tions and the temper shown toward the 
discussion by those present. Not only 
did this convention go on record as 
against the proposed amendment of the 
Federal Reserve Act, referred to above, 
but it voiced its emphatic disapproval 
of the indirect method of establishing 
branches of national banks by taking 
in state banks with branches. 

Taking the attendance at the Kansas 
City convention as fairly indicative of 
the general banking sentiment of the 
country, it may be seen that the bank- 
ers of the United States are not favor- 
able to the branch system. 


& 


THE GENERAL ATMOSPHERE 


ROM mingling with a crowd of 
three or four thousand bankers for 
several days, coming from all sections 
of the Union, and representing all 
kinds of banks, one gains a general im- 
pression of present conditions through- 
out the country and the future outlook. 
Everywhere there is prosperity, though 
greater in some parts of the country 
than in others; and while the prospect 
ahead looks good, the very magnitude 
and intensity of our prosperity are oc- 
casioning some concern. This is not 
the attitude of one who always sees 
trouble ahead even when the skies are 
clearest, but it is the view taken by 
some of the prudent bankers who real- 
ize fully that the existing prosperity is 
widespread and genuine, and that it 
may and should continue for a long 
time, but who can not quite reconcile 
themselves to the continued rise of 
prices, the growing demands of labor, 
and who are above all else distrustful 
of the perfect healthfulness of condi- 
tions where unbridled extravagance 
seems to have become the national 
characteristic. 
So the concern that many bankers 
feel for the future does not rest upon 
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any signs of a recession of the wave 
of prosperity in the near future, but 
on the contrary is based upon the belief 
that the wonderful wealth that has 
flown into our coffers almost in a night 
may tend to make us a nation of spend- 
thrifts. 

It should be remarked in passing 
that the American Bankers Association, 
through its nation-wide thrift campaign, 
is doing excellent work in counteracting 
this tendency. 

Political subjects do not enter into 
the convention proceedings, but noth- 
ing said at Kansas City was more loud- 
ly cheered than the condemnation ex- 
pressed by Mr. A. F. Dawson of Dav- 
enport, Iowa, of the course of Congress 
in passing the eight-hour railway bill. 


& 


THE ENTERTAINMENTS 


ANSAS CITY splendidly enter- 

tained the convention of the Amer- 
ican Bankers Association. Officially and 
individually the welcome given was 
most cordial. There were receptions 
and balls, golf and other amusements 
at the various country clubs, teas, 
luncheons and_ dinners, automobile 
tours, and all the numerous attentions 
to comparatively trifling details which 
yet in the aggregate have so much to do 
with the success of a meeting of this 
kind. 

But the crowning event of ali was 
the visit to Longview, the country es- 
tate of Mr. R. A. Long, a wealthy Kan- 
sas City business man, and director in 
the Southwest National Bank of Com- 
merce. The trip from the city was 
made by automobiles—over a thousand 
being required. Over splendid roads, 
through a _ picturesque country, the 
journey in the fresh September at- 
mosphere to this magnificent estate was 
in itself an experience long to be re- 
membered. Arriving at the farm, a box 
luncheon was served to each guest and 
then everybody inspected the various 
points of interest on the estate until 





the early afternoon, when the guests 
assembled at the club house and ad- 
joining stand to witness the splendid 
horse show and races. A large part of 
the farm is devoted to the breeding of 
fine horses, and the display given the 
visiting bankers was one of exceptional 
excellence and interest. 

No small part of the entertainment 
at this convention was the opportunity 
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WHO ENTERTAINED THE BANKERS AT HIS 
COUNTRY PLACE, “LONGVIEW” 


given the visitors to see the many beau- 
tiful residence streets, the boulevards 
and parks. In these important aspects 
of civic life Kansas City has reason to 
take great pride, because they evidence 
that with the city’s wonderful growth 
in industry, commerce and wealth, the 
development of those things which 
make life worth while is not neglected. 

From every standpoint, in entertain- 
ing the convention of the American 
Bankers Association, Kansas City made 
good, and more. 








| 
































eatin 





THE BANKERS MAGAZINE 307 


SOME OF THE THINGS SAID 


HE solid character of many of the 

addresses and reports presented at 
this convention would make a valuable 
volume of bank literature. From this 
great mass of excellent material a few 
selections appear below. 


& 


ANNUAL ADDRESS OF PRESI- 
DENT JAMES K. LYNCH 


T is obvious that we have overworked 

the word “reserve.” Gold is the only 

true reserve, for it pays debts in any 
civilized country and under any conditions. 
Under ordinary circumstances, balances car- 
ried with corresponding banks form a con- 
venient method of paying our debts to de- 
positors, so such balances have been called 
reserves though they cannot properly be so 
designated. Balances with the Federal Re- 
serve banks are now legally entitled to be 
called reserves and yet they fall short in 
the final test—availability in all countries 
and at all times. 


> * * * * 


The check collection plan is a part of this 
subject which touches many of us. Panics 
seem far away, though we should remember 
how quickly they arise. International fi- 
nance has but little interest for the coun- 
try banker, little apparent interest I should 
say, for to him as to all others it is vitally 
important that the seas be kept open for 
the shipment of goods, and the avenues of 
credit be kept clear to the end that the 
producer may be paid for his produce. 

My sympathies are strongly with the 
country banker who is contemplating a loss 
of revenue through the operation of this 
portion of the Reserve Act. To my mind, 
it is pointless to compare the removal of ex- 
change charges to the removal of toll gates 
from the highway. The transfer of funds is 
a service which is as much entitled to com- 
pensation when made by a bank, as it is 
when made by an express company or by 
the post office. But exchange charges on 
drafts sold are not forbidden, nor is a col- 
lection charge on mercantile drafts and 
notes interfered with; the one service which 
member banks are called on to perform 
without pay is to remit for checks drawn 
on themselves at par. There has been no 
uniformity about charges; some banks have 
always remitted at par for checks drawn on 
themselves. In some towns and even in 
some states, this has been the general rule, 


and I believe that the banks following this 
rule are generally the most prosperous, 
not always because they have remitted at 
par, but certainly the two things have gone 
together. High charges, on the other hand, 
have usually originated under pioneer con- 
ditions which justified them, but in too 
many cases the charges have continued after 
the conditions which made them necessary 
have passed. There is no place within the 
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continental United States where a charge 
of one per cent. is legitimate, and yet there 
are places where such charges are made. 
Where banks have grown to depend on 
charges of this character for a considerable 
part of their income, there is obviously no 
room for a bank unless a complete change 
in policy should have the effect of building 
up a deposit line that would give the bank 
a legitimate income. 

We must all recognize that improved 
transportation, lessened time in transit, re- 
duced insurance and express charges, to- 
gether with competition, have worked to re- 
duce or eliminate exchange charges, and 
that the Reserve Act is doing no more than 
to hasten a process which was already well 
under way. If the check collection plan 
now published, or some modification of the 
plan, provides a more economical way of 
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collecting checks than the one now in use, 
it will inevitably succeed. If it does no 
more than diminish the amount of float and 
cut out the roundabout methods of collec- 
tion, now used to minimize charges, it will 
succeed, and our opposition puts us in the 
position of workingmen objecting to labor- 
saving devices. 

Nothing in the Federal Reserve Act, or in 
any other law of the land, determines the 
amount of free service which the banker 
must render to his client; that will be based 
in the future, as it has been in the past, 
on the value of the account. 


* * * * & 7 


War tries the souls of men, and even a 
war in which we are not directly concerned 
has searched ours and found us wanting. 
We lack in national spirit, in national unity, 
perhaps in national nerves. We are given 
to boasting of our size, but when we are no 
longer capable of feeling pin pricks in our 
feet, are we not too large? For years our 
citizens in Mexico have been subjected to 
murder and the most untellable outrage, 
and ‘the national consciousness is barely 
aroused. Not in Mexico alone, but within 
our own borders as well as on the high seas, 
have our people on their lawful occasions 
been done to death while the nation has 
slumbered or murmured feebly in its sleep. 

I am sure that Missouri is misrepresented 
when it is said that the middle of the coun- 
try cares nothing for a navy, because it 
knows that even the most powerful of mod- 
ern guns will not reach that far. But, 
seriously, is there not some truth in the 
jibe? Do you fully appreciate that the 
bombardment of San Francisco, the invasion 
of Texas, or the landing of a force on Long 
Island is also the invasion of your own 
State? Yet each of these events is as much 
a possibility as any one of the impossible 
things which have occurred since August, 
1914, 

It is easier to point out what is wrong 
than to tell how to remedy the wrong, but 
there are certain fundamentals that «re so 
plain that none can ignore them. As a na- 
tion, we have grown rich, and have grown 
fat, and have grown soft, and we are today 
the most tempting prize under the blue 
canopy of heaven. 

If as a nation we are sick, it is as indi- 
viduals that we must supply the cure. We 
are ourselves to blame, not Congress, not 
the government, but just we Americans. 
Congress does not lead, but follows public 
opinion. First of all, we need co-operation, 
team work, the things that win in any line 
of human endeavor, and to secure this there 
is nothing quite so good as universal military 
training which arouses national feeling and 
national consciousness as nothing else can 
do. Our educators are already demanding 
this training as a remedy for the excessive 
individualism of the boys who have an ex- 


aggerated idea of their importance and of 
their rights, with a deficient sense of their 
responsibilities and their duties. As has 
been aptly said, it is as absurd to have 
some men volunteer to fight the battles of 
the Republic as it would be to have some 
men volunteer to pay the taxes. Let the 
burden of military service rest on all, rich 
and poor alike, and then it will not press 
unduly hard on anyone, and if war should 
come, it will not be the best and bravest 
and most generous hearted that will be first 
sacrificed, but each will go in his turn. 

The primary purpose of a government is 
to provide adequate defense for the country 
governed, and how shamefully this purpose 
has been neglected under one administration 
after another is a familiar tale. Should 
our people demand that the army be dis- 
banded and the navy scrapped, the position 
would be consistent, but to consent to an 
army pitifully inadequate and to a navy 
that dooms our boys to hopeles defeat and 
certain death is not the American way of 
doing. In fact, America is not awake; her 
people have been busy getting rich and her 
legislators have carried village politics into 
national affairs, and have busied themselves 
with petty improvements and meddled with 
the business concerns of the citizens, with- 
out a clear idea of the harm they were 
doing or an understanding of the world 
problems requiring solution. We need the 
industrial organization of the country, and 
we must in some way cause our legislators 
to understand that our steel mills, our rail- 
road systems, our ship yards, our factories 
and our shops are to be encouraged and 
developed to the end that they may serve 
the nation. If the government finds it nec- 
essary to build an armor plant or a gun 
factory, it should be to supplement the pri- 
vate factories and not with the fatuous idea 
of putting any of them out of business. 
There is enough work for all before this 
country can be deemed adequately pro- 
tected. 


& 


THE NEED FOR A UNITED 
NATION 
F. A. VANDERLIP, 


President National City Bank, New York 


HERE has rarely been a time when 

there were more subjects of interest 

which might be chosen for discussion be- 
fore a convention of bankers. We have had 
two years’ experience with the Federal Re- 
serve Act, a law which introduced factors 
fundamentally novel to our banking system. 
One might well stop at this time and make 
some attempt to appraise this law in the 
light of the experience which we have had 
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with it. It would be interesting to inquire 
just what its operations have demonstrated, 
just how it has commended itself to the 
experienced banking judgment. One might 
well inquire whether an banking system 
where the membership is almost wholly com- 
pulsory, where scarcely a bank which has 
heen permitted voluntary choice has chosen 
to enter it, has been established in its per- 
manent form; and it would be pertinent to 
inquire in particular whether a banking sys- 
tem half Federal and half State, half held 
together by compelled membership and half 
free from the authority of the Federal gov- 
erning power, is permanent. 

You are familiar with one of the great 
utterances of Lincoln, when he said: 


“I believe this Government cannot en- 
dure permanently, half slave and half 
free. I do not expect the Union to be 
dissolved. I do not expect the house to 
fall; but I do expect it to cease to be 
divided. It will become all one or all the 
other.” 


Would it be improper to paraphrase that 
great utterance in discussing the present 
position of our banking system? Can a 
banking system endure, half compulsory and 
half free? Must it not become all one 
thing or all the other? 

We all quite frankly understand, of 
course, why practically no bank has volun- 
tarily subjected itself to the action of the 
Federal Reserve Law. It is no secret why 
state banks decline to become members of 
the Federal Reserve System. They are ap- 
prehensive of the sort of regulation which 
has recently been imposed upon national 
banks. They are not desirous of subjecting 
themselves to the sort of autocratic super- 
vision under which the whole national bank- 
ing system has grown restive. 

I am not, however, going to discuss the 
Federal Reserve Act nor Federal supervi- 
sion of banking. I am not going to dis- 
cuss the fallacy of decentralization which 
has been a controlling motive in much re- 
cent legislation and regulation. Had I 
chosen to discuss the Federal Reserve Act, 
I would have reached a conclusion that it 
embodies sound fundamental principles too 
valuable, indeed, too essential, to our finan- 
cial life to be abandoned, the free work- 
ing of which, however, has been entangled 
and hampered in its inception by political 
considerations and administrative attitude 
to such an extent as to endanger the suc- 
cess of what should rightly be the most 
important step ever taken in American 
banking. 

I might have chosen for a subject the 
ensational influx of gold that seems dan- 
rerously likely to submerge us in our own 

rosperity. It would be most interesting 
0 attempt an analysis of the ultimate ef- 
ect on prices, on our national welfare, of 
his unprecedented accumulation of reserve 


money. It would be worth while to study 
what is likely to be the ultimate effect upon 
our money market of this importation of 
gold, as well as the potential possibilities 
for inflation in the Federal Reserve Act it- 
self. It would be interesting, too, to specu- 
late on the effect likely to be manifested 
in money rates and in the distribution of 
business following the creation of the new 
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types of credit provided by the recent liws 
authorizing domestic acceptances and the 
mobilization of farm loans. 

I should be glad to speak about inter- 
national trade and banking, subjects full 
of vital and pressing interest, presenting 
an insistent demand that our bankers begin 
to think internationally and that we all bet- 
ter understand the principles of the science 
of banking. The subject of the better train- 
ing of men for the wider field that Ameri- 
can banking is to occupy is, in itself, of 
great importance. It would be well worth 
while to give consideration to the matter 
of the relation of bankers to the present op- 
portunity and demand for the foreign in- 
vestment of American capital, to the in- 
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¢clination of capital in this country to seek 
employment to a reasonable degree in for- 
eign fields not subject to the tendency to- 
ward unwise regulation that is encountered 
in some of our political tendencies. Or 
one might go further afield and attempt 
some analysis of what the vast expenditure 
of wealth, the creation of incomprehensible 
totals of national indebtedness, the gigantic 
issues of paper currency and the deprecia- 
tion of national monetary standards which 
we are witnessing in Europe, are likely to 
mean to the world at large and to us in 
particular. 

These are a few of the fruitful subjects 
that might well engage our attention as 
bankers, but there are times in the world 
which call men away from their personal 
and immediate interests. There are periods 
that compel them to think together of fun- 
‘damental things. Surely the present is such 
a time. It seems almost idle to discuss the 
working of banking statutes when we can 
‘discern, even though dimly, the working of 
great laws in the statute book of human 
nature and society, whose action is so funda- 
mental and important as to make our men- 
made laws and their workings seem incon- 
sequential in comparison. We are in a time 
when it is of the utmost importance that 
we think socially and fundamentally. These 
are not days when we can give our thoughts 
exclusively to our business, to our imme- 
diate affairs. They are days that demand 
that we think nationally and international- 
ly rather than individually or as a business 
class. We are confronted by an insistent 
need for comprehending fundamentals. 

Society in its international organization 
and relations seems to have broken down. 
The most highly civilized nations of the 
world, those most advanced in learning, 
most enlightened in culture, most efficient 
and practical in affairs, are turned aside 
from all the achievements which signify 
progress and are grappling with each other 
in a veritable death struggle. Primitive im- 
pulses seem as strong as they ever were at 
any time in the world’s history. Without 
any discussion of the relative responsibility 
for this outbreak, the fundamental fact ap- 
pears to be that the world is yet deplorably 
deficient in social capacity. Nations can- 
not live beside each other without fighting 
out questions of supremacy, without rais- 
ing issues that lead men gallantly to make 
every sacrifice of effort, of wealth, of life, 
at the dictation of government. Then there 
is the further result of national hatreds 
engendered which will last generations be- 
yond any pact of peace that can be drawn. 
The world has proven itself to be deplorably 
deficient in what Emerson called “facility 
of association”; in other words, in that de- 
gree of comprehension which enables men 
to understand each other and work for the 
common good. Unquestionably, that ability 
is the best fruit of civilization. It is that 
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ability that is the chief distinction between 
the civilized man and the barbarian. Civi- 
lization, we have supposed, endowed men 
with the capacity for organization, with the 
vision which would lead to a_ willingness 
to subordinate the individual to the good of 
society and thus to the greater good of the 
individual. 

This revelation of incapacity, of undevel- 
opment, which Europe has given, comes as 
a startling surprise to most of us. It has 
long been a common warning of the pessi- 
mist that human nature is just the same as 
it has always been—but we have not be- 
lieved that. To believe it would be to lose 
faith in the best impulses and visions of 
life. We had come to feel almost certain 
that the general European war long talked 
of had been postponed until it would never 
occur, that human nature had changed suffi- 
ciently so that a better social understand- 
ing would prevent it; that the common sense 
of mankind would make it impossible. In 
that we have been disappointed. Public 
opinion in every belligerent country regards 
the war as a defensive necessity, although 
the common judgment within each country 
condemns war. So the war goes on because 
of the sheer inability of the peoples to come 
to a state of mutual understanding and 
confidence, and there is to be seen little 
ground for hope that the end is near. Fear- 
ful as the cost has been in effort, in treas- 
ure, and in life, there seems ahead the in- 
evitable tragedy of greater cost, of heavier 
blows to the fabric of civilization, before 
anything like common viewpoints can _ be 
reached. 

The countries engaged in this bewildering 
contest are not inhabited by some strange, 
far-away peoples, whose habits of thought 
and whose social ideas are alien to us, 
whose mental processes are inexplicable. 
They are of our blood, the sort of men 
and women of whom this nation is made 
up. There are no fundamental differences 
between us and the peoples of the belliger- 
ent countries of Europe. Nothing is hap- 
pening there that might not as well be hap- 
pening within our own borders to our own 
people. It is true that we are more hap- 
pily situated geographically, that we have 
a natural defense of broad oceans, but it 
is true, too, that we must be awake to the 
fact that we are of the same blood and 
sinew, with the same incapacities, the same 
social misunderstandings, the same lack of 
insight, of patience, of vision, and the same 
immaturity of judgment that has made it 
impossible for the people of these European 
nations to deal with a great crisis except 
through force. 

If ever a people should pause, therefore, 
and take stock; if ever they should look 
abroad and profit by the experience of 
ethers, should comprehend their national 
dangers in the light of the terrible realities 
that are being enacted before their eyes in 
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other nations, it is now and we are that 
people. 

We must first recognize some of the prac- 
tical facts of civilization which the last two 
years have brought into terrible emphasis. 
War is a fearful reality. It is a disaster 
that can come upon any people, no matter 
how peaceful their intentions, how high their 
civilization, how great their culture. It is 
a reality for us to reckon with. The mod- 
ern human mind has not before compre- 
hended what a horrible disaster war may 
be but there is no reason for not now open- 
ing our eyes to it, because its realities are 
plainly before us. That is why I think 
there are today matters of such fundamen- 
tal importance for us to consider that I 
have chosen to pass over the engrossing sub- 
jects directly related to our business life 
that might have been discussed. 

Underneath any question relating merely 
to business,. or even to social welfare, or 
the relative claims of different classes of 
society, is the question of our national in- 
tegrity and the means that it is necessary 
to employ to insure the continuance of that 
integrity. In a word, I believe the greatest 
need of the day—and a need so fundamental 
as to make other matters inconsequential in 
comparison—is the need of universal mili- 
tary, industrial and economic preparedness. 
That does not mean ships and armament 
alone. We have taken a tardy but substan- 
tial step toward remedying the neglect of 
recent years. That neglect might prove the 
foundation of a terrible national catas- 
trophe, but at least we have now awakened 
to action so far as Congressional appropria- 
tions go. 

Modern warfare is largely a matter of 
machinery, but more than ever before in 
history it is also a matter of human or- 
ganization. A modern soldier must be a 
more highly trained man than a soldier ever 
needed to be before. I believe that the 
surest insurance of peace this country can 
have is the universal training of its men 
for military service. I admit that perhaps 
there is no other subject regarding which 
I have so diametrically changed my opin- 
ions. I once thought you could count uni- 
versal military service as an economic waste. 
I feel confident, in the light of the events 
of the last two years, that it is not only a 
military necessity of superlative importance, 
but that our national life would draw a 
unity, our democracy would receive rein- 
vigoration, and our youth would obtain a 
physical training and comprehension of the 
value of obedience and a patriotic devotion 
to the welfare of the nation, which could 
be obtained in no other way. 

Here in the heart of the middle west I 
can well see how there has been but partial 
awakening to the significance of the por- 
tentous events of the last two years. I have 
heard a governor of an adjoining state boast 
that as his state had no seacoast, his people 
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had little interest in the military madness 
with which the world is afflicted. Let a 
man-of-war, with guns that outrange our 
coast defenses, stand off from New York 
or San Francisco and levy a tribute as the 
price of saving these cities from destruc- 
tion, and the disaster would be as quickly 
communicated to this great middle west as 
would the crushed hand or foot to the heart 
of a man! 

I have a vivid memory of our unprepared- 
ness in 1898. The confusion, the inefficiency, 
the wasted effort, were all humiliating. We 
have made no advance in trained organi- 
zation since those days, but the rest of the 
world has. The scale of military operations 
to which the belligerent nations have become 
accustomed sinks into insignificance any- 
thing we have known before. In the re- 
cent drive on the Somme, the British troops 
alone lost on each of ten successive days 
more men than the entire losses of those 
who fought Napoleon at the battle of Wa- 
terloo. The prodigious size of the military 
machines of the belligerent nations is al- 
most beyond our comprehension. It would 
be so completely beyond our present com- 
bative effort that we might better be fore- 
handed in providing a sufficient number of 
white flags, if we are not adequately pre- 
pared otherwise. Today, we are a nation 
grown unprecedentedly rich, lying almost 
unprotected against the invasion of whoever 
wills to come. It no longer suffices to say 
that it is unthinkable that, with our peace- 
ful intentions, we could be seriously at- 
tacked. The man to whom such a disaster 
is unthinkable has a defective imagination. 
He has failed to interpret the great events 
of our day and is, I believe, dangerous to- 
the welfare of our country. 

If we are to have anything like true pre- 
paredness, however, it must embrace much 
besides physical training. Back of physical 
training there must be moral training. 
There must be the creation of a public 
opinion that will think deeply and clearly 
regarding the great international questions 
that we are facing. We have need for de- 
veloping a clear-cut, clear-sighted public 
opinion that will see things as they are and 
that will have courage without audacity, 
firmness without impetuosity. We need to: 
have what we have not now—a public opin- 
ion that would not permit a shuffling atti- 
tude in regard to international issues, an 
opinion that would make temporizing in the 
handling of our foreign relations impos- 
sible where fundamental principles are in- 
volved. The greatest preparedness that we 
can possibly have is the awakening of this 
country to a clear-sighted comprehension of 
what our relations to the rest of the world 
today involve. We must have a nation that 
‘annot be lulled to drowsiness by words, but 
will decisively demand consistent, clear- 
sighted leadership, will demand a govern- 
ment policy so sincere, so logical, so obvi- 
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ously the expression of a firm and united 
nation, that there can be won back the re- 
spect for the United States, and even the 
friendship of the other nations of the earth. 

This means not only clear seeing and 
right thinking, but it means a moral awak- 
ening which will lead men to make decisions 
that entail sacrifice when such decisions are 
required. It means that we must recognize 
that questions of money-making, of pros- 
perity, of the division of profits, are super- 
ficial and trivial compared with the deeper 
and encompassing problems of our national 
relationships. 

Misunderstandings between nations are 
not the only misunderstandings that threaten 
society and impede progress. There may be 
within a nation such misunderstandings. I 
believe that one of the most portentous 
signs ef the times is the evidence of such 
misunderstandings. within our own nation. 
The very foundation of the social structure 
may be shaken by class antagonisms and 
those antagonisms may be inspired by mis- 
taken views of class interests. I believe 
that such antagonisms could be largely dis- 
sipated by a clearer understanding of the 
economic and social factors involved, and 
that the highest duty rests upon us, first, to 
understand those factors ourselves, and then, 
with all the influence that we have, to spread 
that understanding through a wider field. 

The fallacious idea that there is an in- 
evitable conflict of class interests is urged 
by thousands of persons. ‘They may be 
earnest in their belief that there is such an 
inevitable conflict of class interests. Most 
of them, however, are uninformed, preju- 
diced, fanatical, but dangerously effective 
in their agitation. ‘The propaganda goes 
on around us with tremendous force and 
it is not receiving from men like us the 
attention which its mischievous influences 
demand that we give it. It is the same 
sort of fallacy, the same type of narrow 
and misguided spirit, the same want of in- 
sight, sympathy, and understanding, which, 
working in one nation as against ancther, 
brings on war. It is my belief that war 
itself is scarcely more dangerous to a na- 
tion or more deadly to industrial progress 
than are some of the influences that are at 
work within our own boundaries. 

If there is loss to the community in hav- 
ing men withdrawn from industry to take 
part in the activities or the deadly conflict 
of war, then there is loss in having the effi- 
ciency of men curtailed or diminished in 
any manner. ‘The moment that proposition 
is stated we are face to face with the fact 
that a large proportion of our people do 
not understand that the community, as a 
whole, is interested in the increase of pro- 
duction. There is, on the contrary, a pre- 
vailing idea that the wage earning class is 
interested in restricting production. They 
hold to that view because they believe that 
the employer is a natural enemy, or more 
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often, that there is not enough work to go 
around to all laboring men, and, therefore, 
that it should be made to go as far and last 
as long as possible, either by shorter hours or 
less efficient days. It is easy enough to see 
how such a fallacy has been bred by the 
alternating periods of activity and depres- 
sion in the past. It is, of course, one of 
the greatest of all economic fallacies. There 
could scarcely be a greater drag upon indus- 
try or a greater impediment to general 
progress than to have such an idea fixed 
generally in the minds of men. Such a 
fallacy generally held is actually worse than 
war, for when war runs its course, recupera- 
tion can follow, but when the idea of re- 
striction of production as a means to se- 
cure individual prosperity becomes fixed in 
men’s minds, it has the same effect upon 
production that a perpetual drought would 
have upon grain fields. 

However natural it may be to feel impa- 
tient with the man who honestly holds such 
views, impatience is useless. As long as he 
holds these views, he will act upon them as 
you or I act upon our views. His opinion 
is a fact to be dealt with. It is as real as 
a mountain where you want to build a road- 
way. In the case of the mountain, we do 
not get impatient, but we endeavor to sur- 
vey it and find a way over or through it. 
Fortunately, erroneous opinions, however 
stubbornly held, are more like an ice bank 
than a mountain. They will eventually melt 
away and disappear before the truth—if not 
in one generation, in another. Understand- 
ing of economic laws seems to me almost 
the greatest need of our day. No body of 
men will act contrary to their own inter- 
ests when they know what their interests 
are. The spread of a sound comprehension 
of economic laws seems to me, therefore, 
one of the greatest duties that go with the 
responsibilities of bankers. 

Organized industry is necessary to our 
present standard of living. We cannot live 
apart or provide wholly for ourselves; we 
must work with others; we are obliged to 
be partners, and in a partnership each is 
bound to do his level best. Whatever con- 
troversies there may be about wages or other 
divisions of the product, there ought to be 
agreement upon honest, sincere effort to 
increase all production for the common 
good. Not to co-operate to this end is to 
be disloyal to the community. It weakens 
the system by which progress must be 
achieved, and upon which the welfare of 
all who come after us depends. There is 
an obligation and responsibility here of the 
most binding character, and the people who 
best understand this principle will surely 
lead in world affairs. 

It is the duty of every one of us to do 
what we can to induce wage earners to ex- 
amine their relations to the industrial sys- 
tem as a whole, and to be loyal to the in- 
dustrial system as a whole, rather than to 
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any narrow and mistaken opinion of class 
interest. The whole idea of separate class 
interests is an illusion and, if cherished, 
fatal to the welfare of all classes. You 
cannot make food, coal, clothing, housing, 
transportation, or even automobiles, dear, 
with benefit to any class, and least of all 
to the wage-earning class. I would appeal, 
however, with equal energy to the sense of 
loyalty and responsibility of the employer. 
By virtue of his position he has a larger 
outlook than the wage earner at the bench, 
a more intimate contact with affairs, and 
his responsibility is correspondingly greater. 
He ought to be so consistently loyal to that 
responsibility that his example will spread 
the doctrine. I would urge nothing imprac- 
ticable or revolutionary, but simply that 
policy of fair play which, when established 
in all relations, will rid business life of 
suspicion and reproach. There can be no 
radical or sweeping change in industry, but 
changes beneficial to all can be hastened 
if there is the vision to prompt it. The 
entire community is interested in safeguard- 
ing the health and promoting the vigor, 
skill and efficiency of all of our people. 
Wherever we are related to that problem 
as employers we have a duty to perform, 
and wherever we can deal with it as citi- 
zens we have another. We have to see to 
it that the new generation of industrial re- 
cruits come to their work with a better 
preparation, physical and mental, than did 
their predecessors. This is for the common 
interest. 

Nobody can make as much money in a 
poverty-stricken community as in a _ rich 
community. If everybody in the United 
States could be kept in health and com- 
pletely employed all the year round, and 
made skillful in some occupation, the vol- 
ume of business and the rise of wages and 
profits would outstrip the records of this 
war boom, and it would be permanent busi- 
ness. 

We hope that in this organization of in- 
dustry which is progressing, means may be 
found to maintain a better state of balance 
in the industries so that the extremes of 
activity and of depression, and the distress- 
ing periods of unemployment, may be miti- 
gated. One of the great economic losses 
that falls upon a community follows from 
this lack of balance. The waste to the 
community that comes from having able- 
bodied men in idleness is perhaps even a 
more serious waste than results from having 
able-bodied men under the discipline of 
army life. No problem is more worthy of 
investigation by associations of business men 
than this one of reducing by more even pro- 
duction the amount of idleness, voluntary 
and involuntary. The most practical effort 
toward solving this problem of unemploy- 
ment has followed the organization of in- 
dustry into stronger units. Industry so or- 
ganized is equipped with greater reserve re- 
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sources. Large industrial units tend to 
steady both prices and production and to 
give greater regularity to employment. If 
this were more clearly understood, it would 
offer a potent argument against government 
interference with economical large-scale pro- 
duction. 

The most important economic factor in in- 
dustrial organization today is the equipment 
with which men work, the machinery, the 
material industrial plant. The mechanical 
plant multiplies the workman’s capacity 
over and over. It not only multiplies his 
‘apacity, but, as a rule, enables him to do 
the work more easily. Compare the manu- 
al labor, the toil necessary to produce a 
bushel of wheat or a ton of steel with the 
effort necessary fifty years ago. Every- 
where in industry we see this process of in- 
creasing the productiveness and easing the 
toil of labor by providing better tools. This 
improvement of industrial plants is clearly 
in the common interest. Every man works 
for the common fund. If a community 
were hiring a man to cut its wood, it would 
not deliberately send him out with a dull 
ax. Just as truly is it of importance to 
the national community to be equipped with 
industrial plants of the highest efficiency. 
No man should work without a tool if a tool 
can be devised to increase his capacity or 
reduce the expenditure of effort to attain 
a result. 

But tools cost money. Before they can be 
had, there must be a command of capital. 
They represent savings. It is the new sav- 
ings, the new capital, which pays for the 
experiments, develops the new machinery, 
builds the new industrial plants, and there- 
by creates the additional demand for labor 
and increases production. 

Now, in this connection, I should like to 
make a point that I believe would be of 
great national significance if it were gen- 
erally understood. Every time a workman 
puts a dollar in a savings bank he has 
contributed to increasing the wage fund. 
With the new capital thus created there 
will inevitably be additional money to pay 
out in wages. If we will but trace the proc- 
ess we will see that its action is automatic, 
certain, inevitable. If the fund of capital 
seeking investment increases, and every dol- 
lar put in a savings bank does increase the 
fund of capital seeking investment, the re- 
sult of that increase in capital must neces- 
sarily be further industrial development. It 
is true that the savings bank may, in the 
first instance, invest these dollars, let us say, 
in an old railroad bond, issued many years 
ago, the original proceeds of which long 
since went into construction, but somebody 
sold that bond and, in turn, had the new 
capital fund for reinvestment, and some- 
where along the line inevitably this new 
capital must go into productive activity, 
and in so doing must make a larger wage 
fund upon which labor can draw a new 
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demand for labor. Now we are in a period 
when the destruction of the world’s capital 
is going on at an appalling rate. Is it not, 
then, of the greatest importance that every 
effort should be made to replace this 
destroyed capital? There will be great need 
for capital in the years to come when re- 
construction is going on. Our command over 
capital is of vast importance to the com- 
fort and welfare of our people. If we 
could impress upon every workman that he 
will contribute directly and inevitably to- 
ward an increased demand for labor and 
that he will add to the wage fund and tend 
to increase the rate of wages by every dol- 
lar of savings, I believe it would have a 
profound effect upon our national welfare. 

But the argument in regard to fresh capi- 
tal may well go further than that. While 
a dollar saved by a workman helps to give 
to some workman a job, so does every other 
dollar of savings, whether it comes from 
wages, or interest, or profits. The economic 
effect of a dollar saved and invested is 
just the same, whether the owner is a wage 
earner, an employer or an heir of inherited 
wealth. Income, however it originates, that 
is saved and put to reproductive uses, per- 
forms an inevitable service for society. 
Every form of savings finally seeks invest- 
ment, and if you will follow the investment 
through to its ultimate reaction, you will 
see it putting men to work, you will see it 
enlarging the agricultural, the industrial, 
or the transportation equipment of the com- 
munity, you will see it creating new de- 
mands for labor, raising the rate of wages 
and increasing the production of things 
which men desire. If the savings are de- 
voted to reproductive purposes, it makes no 
difference whether they are the savings of 
the workman or the millionaire. They ulti- 
mately accomplish the same result; they in- 
crease the supply of things that the whole 
community wants. 

If that view is sound, it demonstrates that 
there is a fundamental unity in society which 
no power or conspiracy can do away with. 
Individuals may be selfish, they may scheme 
for personal and temporary advantage, but 
whatever gains they make, in so far as they 
are saved and turned into reproductive 
capital, react to the benefit of the whole 
community. If there is such a fundamental 
unity in society, then any class conspiracy 
to gain advantage for that class is futile. 
The employing class is dependent upon the 
wage-earning class for a market. The farm- 
er cannot eat his own crop, or employers 
trade goods with each other. If there is in- 
creased preduction, it must go to the only 
possible consumers, the masses, and none 
can be so interested in every movement that 
will increase production as the masses. 

People talk vaguely and sympathetically 
about bettering the condition of the wage- 
workers, too often with little comprehension 
of industrial conditions. They treat it as 
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a matter of sentiment and choice, instead of 
what it is, viz., a result dependent upon 
more effective organization and a more har- 
monious spirit in industry. The betterment 
of industrial conditions will come in the 
future as it has come in the past, by in- 
creasing the individual output, never by 
policies restricting the output. 

We have heard a good deal about a “new 
freedom.” I tell you that any new freedom 
that seeks to make conditions where ineffi- 
cient managers of business can successfully 
compete with enterprising and capable man- 
agers of business is a dangerous sort of free- 
dom. Any system which aims at hamper- 
ing the enterprising and the capable, cir- 
cumscribing men of vision and originality 
for the purpose of protecting and support- 
ing other men who lack those qualities, is 
not only vicious in its morals, but is bound 
to be disastrous in its economic effects, in 
just the proportion that it is successful. 
Inefficient employers are not the ones who 
raise wages. They could not raise wages if 
they would. The important thing in our 
industrial life is not that any particular in- 
dividual or concern shall be kept in busi- 
ness, but that business shall be so conducted 
that production goes on in the most econom-: 
ical manner. We frequently make the mis- 
take of putting too much emphasis upon 
the division of present profits and too little 
emphasis upon the development of indus- 
try. Suppose a man of superior skill with 
the aid of large capital and the introduction 
of the most efficient methods does make a 
great fortune where none existed before, 
who really profits by it? The answer is 
that society will get all of it that he does 
not eat or wear out. His savings, just as 
much as the savings of his humblest em- 
ployee, must find their way into reproduc- 
tive employment. The _ industrial plant 
somewhere will be increased. Production 
will in turn be cheaper and society will be 
the gainer. 

I believe in the essential unity of society 
the world over, but I hold it to be no un- 
worthy sentiment to have a special interest 
in the development of a spirit of unity in 
my own country. We cannot be one people 
without a knowledge of our common inter- 
ests. The war, with all its horrors and bur- 
dens for the people engaged in it, is not 
an unmitigated evil, and one of the bene- 
fits is the growth of the spirit of national 
unity in these peoples. There is no doubt 
that if all class misunderstandings are not 
cleared away in the belligerent countries, at 
least there is better knowledge and greater 
mutual respect. They have seen each other 
show the true mettle and make the supreme 
sacrifice, and the extremes of society are 
nearer together there than they have ever 
been before. It will be easier for them to 
discuss their differences than before, while 
in this country, on the other hand, there 
is danger that the antagonisms which vex 
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and obstruct industry will be intensified by 
the conditions during and following the war. 

Under the pressure of necessity, the Brit- 
ish people have become enormously more 
productive. Industry has been lifted out 
of the ruts of custom and rule, initiative 
has had free play, machinery: has given 
new powers to the workers, women have 
come to play an important role, and organi- 
zation has been modernized with results that 
have been a revelation. The war wages 
cannot be paid upon commercial work after 
the war, if production falls back to the old 
methods, but they can be paid if produc- 
tion is maintained by the new methods. 
There is anxiety about the future, but the 
best observers do not believe the British 
workman, now that the demonstration has 
been made, will go back to the old limita- 
tions and the old pay. They believe wages 
will be bigger and costs lower than before 
the war, and that the difference in the cost 
of production may offset the interest on the 
war debt. The cost of living is high there 
now, owing in part to the high freights on 
all importations, but after the war is over 
these costs will decline rapidly, and if wages 
can be kept at the present level the condi- 
tion of the wage-earning class will be better 
than before. 

Will industry in the United States make 
the same progress? There is warning in the 
fact that adversity is usually a better 
teacher than prosperity. The latter comes 
by fortuitous circumstances and we enjoy 
it, relax, and take our ease, while adversity 
puts men upon their mettle and calls up all 
their resources. In some vespects we shall 
be stronger after the war. We shall be 
richer, our productive equipment will be 
better than ever before, but these will not 
avail without a spirit of unity and good 
understanding in our industrial organiza- 
tion. The account we give of ourselves will 
depend at last upon the men behind the ma- 
chines. We have an opportunity such as 
no country ever had to lay the sure founda- 
tions of a great future, but we must not 
lose our heads. We must be an harmonious 
and efficient people. We must work for our 
common inetrests, employer and wage-earn- 
er striving together, and the Government 
backing them up as it properly can. We 
must not be so intent upon dividing the 
proceeds of present prosperity that we fail 
to safeguard its permanence. 

To just the degree that each of us is wise, 
it seems to me that we should each see that 
at the present time we have some extraordi- 
nary duties of citizenship, duties that tran- 
scend in importance and are more funda- 
mental to the welfare of ourselves and our 
children than any of those things that may 
seem more closely related to our business 
lives. These duties of citizenship involve the 
giving of serious thought to the vast cur- 
rents that are shaping our affairs today. It 
is the personal duty of each of us better to 


understand our relations to these world 
movements and to bring to the decisions re- 
garding our national attitude a fine spirit, a 
spirit of courage and determination to up- 
hold our own just rights and if necessary 
to make present sacrifice for future wel- 
fare. We should open our minds to the 
facts of life as they are presented today 
in our affairs, recognizing that, no matter 
how rich and brave a people may be, they 
cannot meet organized opposition without 
adequate preparation and organization of 
their own, without reasonable preparation 
for any contingency. 

While on the one hand we are turning our 
attention toward foreign relations, we 
should, with proper sympathy, but with 
sound economic understanding, seek to har- 
monize those differences in our own social 
order which may become more dangerous 
than anything that threatens us from the 
outside. Seek to have yourself and to help 
others to have a true spirit of unity. That 
spirit is the natural result of knowledge 
that our interests are mutual and interde- 
pendent. There are few things more impor- 
tant to this country today than that such 
knowledge shall be disseminated. If the 
leaders of industry understand it them- 
selves, they can disseminate it. The wise 
business man does not quarrel with diffi- 
culties; he makes a study of them and over- 
comes them. If he cannot overcome them, 
he is not a successful leader, and someone 
else should have his position of influence. 
It is a rule of the business world to require 
results; not excuses that put the blame 
somewhere else. Let us go home with a 
sense of responsibility upon us, and at our 
own desks, and in the business men’s asso- 
ciation of which we are members, do our 
part to spread a general knowledge of this 
fundamental truth that all social and in- 
dustrial activities are thoroughly interde- 
pendent and that society’s welfare will be 
promoted in the degree that co-operation 
and fair play are developed. 


& 


EXCHANGE CHARGES, COUN- 
TRY CLEARING HOUSES 
AND SETTLEMENT 
OF BALANCES 


JOSEPH WAYNE, JR., 


President Girard National Bank, 


Philadelphia, Pa. 


OUR committee on arrangements has 
allotted to me the pleasant task of 
discoursing on the subject of “Exchange 
Charges, Country Clearing Houses and Set- 

tlement of Balanées.” 
I feel that instead of making a business 
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address on these subjects, I am more called 
upon to make a funeral oration over the re- 
mains of one of our departed friends, as 
the matters referred to are more or less 
dead issues, and relate to the business of 
banking as it was conducted during the 
Dark Ages existing prior to the time the 
Federal Reserve Act was thrust upon us 
by a benevolent Congress. 

The question of exchange charges, how- 
ever, may well be of interest at this time, 
as the Federal Reserve Clearing Plan has 
forced upon us a considerable readjust- 
ment of exchange relations. 

The much heralded par clearing plan does 
not offer par collection facilities as our cus- 
tomers and the public understand the word 
par. To them the word implies no costs, 
but unfortunately that portion of exchange 
charges formerly based on service and al- 
lowance to cover items in course of collec- 
tion, still remains to be provided for. The 
Federal Reserve Banks are accepting checks 
from member banks at par as to exchange, 
but they are not actually accepting checks 
at par when making a service charge, and 
not giving immediate credit for deposit of 
out-of-town items for reserve purposes. The 
bank realizing what the par feature of the 
Federal Reserve Clearing Plan actually 
means, is the paying bank whose income 
from collection or exchange business has 
been legislated out of commission. 

The Federal Reserve Act has much to 
commend it, but one of the most objection- 
able features in connection with the passage 
of that Act was the evident intent of its 
framers to break up the interrelations ex- 
isting between the banks of this country, on 
the ground that such relationships were pre- 
judicial to the smaller banks and to the 
public, but are they? 

The banking structure of this country is 
entirely unlike that of any other country, 
in that we have over 20,000 separate finan- 
cial institutions, all endeavoring in their 
humble way to serve the community in which 
they may be located. To give satisfactory 
services to customers, it was necessary for 
“ach and every banking institution to have 
close relations with one or many other banks 
or bankers, in order to have an _ outlet 
through which the miscellanecus checks and 
other items deposited by customers might 
be collected. The records of all our older 
banks show that since the beginning of 
banking in this country banks have found 
it necessary to maintain relations with banks 
in other centers to clear the business of their 
depositors, and as the country bank has 
grown so has necessity for more and more 
connections grown, until we reached the 
highly developed inter-bank relationships ex- 
isting at the time the Federal Reserve Act 
was put into effect. To say that this re- 
lationship was a menace to the public and 
to the smaller banks, as was claimed by 
the sponsors of the Act, was a gross in- 
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justice to the bank officials of this coun- 
try and to the intelligence of the customers 
they serve. 

The checks, drafts, notes and other pa- 
pers received on deposit on which they may 
be drawn, and through the channels of our 
inter-bank relationship these banking pa- 
pers were presented for payment. The bank 
making the collection and remitting the 
funds to the bank requiring this service 
naturally made a charge for services ren- 
dered, and while this may have been termed 
a service charge it has been known in our 
profession as an exchange charge. The fair- 
ness of these charges was in the majority 
of cases never questioned, but where so 
many banks were concerned and such a mul- 
titude of transactions involved, some cases 
of extortionate charges were bound to ap- 
pear, but this is no reason why our mutual 
relations should be ruthlessly discarded. You 
will never get the same personal service 
through the Federal Reserve Banks that you 
have enjoyed in your dealings with banks 
of your own choice. Competition has given 
us in many ways an ideal system, as your 
wants have been catered to by banks that 
were eager to secure your business, facilities 
have been offered you without charge that 
you should have been glad to pay for, and 
as a consequence your customers indirectly 
received the advantage of the competition 
existing. 

The Federal Reserve Banks have very lit- 
tle interest in your affairs outside of seeing 
that you maintain with them the reserve re- 
quired by law and that you pay for any 
service required. This is all right in its 
way, as the Federal Reserve Banks have 
no favorites, and we should each one of us 
pay for what service we require from them; 
but are we in America going to eliminate 
by government mandate all the expenses in 
business that are the results of competi- 
tion? Most decidedly not, and if not, why 
should we be compelled to eliminate from 
our business a charge for services that pro- 
duced a revenue for facilities extended? 

City banks charging customers on out-of- 
town items, generally computed exchange 
rates on a basis of service expenses, plus 
loss of interest in transit, plus charge made 
by the bank remitting. The charge made 
by the bank remitting being figured on the 
cost of shipping cash to its reserve agents, 
plus service, and a small allowance for 
profit. On this basis the only bank making 
a profit was the bank actually making the 
charge for remittance, as the bank charg- 
ing its customers on the deposit of out-of- 
town items merely exacted the cost it in- 
curred in converting out-of-town items into 
bankable funds. The only change effected by 
the Federal Reserve Clearing Plan is to de- 
prive the remitting bank of any opportunity 
of profiting by the transfer of funds from 
point to point, as this may now be accom- 
plished through the clearing plan at par as 














to exchange by the elimination of the charge 
formerly made by the remitting bank. That 
portion of exchange charges based. on serv- 
ice and loss of interest in transit has, how- 
ever, not been eliminated, but has_ been 
augmented by the addition of the service 
charge made by the Federal Reserve Banks. 
The result being that banks formerly charg- 
ing exchange to customers on their deposits 
of out-of-town cliecks have been able to re- 
duce charges somewhat but only at the ex- 
pense of their out-of-town banking friends. 

It is also well to remember that the col- 
lection facilities available through the Fed- 
eral Reserve Banks cover checks only, and 
that our banks must continue to maintain 
expensive collection departments and facili- 
ties for clearing checks that will not be ac- 
cepted by the Reserve Banks, and for the 
handling of notes, drafts, coupons, ete., all 
of which are a vitally important part of the 
service demanded and required by your cus- 
tomers, and a service for which a bank must 
in some way receive compensation. 

The purpose of incorporating in the Fed- 
eral Reserve Act a Clearing Plan was to 
benefit the smaller banks and the business 
community at the expense of the larger city 
institutions. The Act has, however, evi- 
dently missed fire, as the only organized op- 
position to the enactment of the No Ex- 
change Clearing Plan has come from the 
country bankers, who are being deprived of 
income from collection business formerly 
handled for the Reserve and other city 
banks. 

The plan for clearing checks on member 
banks, and other financial institutions that 
have charitably agreed to abide by its re- 
quirements, has been effective since July 15 
last. As a consequence exchange charges 
bring up a very sore subject to many bank- 
ers, as the charging of exchange was up 
to a few months ago considered a just rec- 
ompense for services rendered, and the in- 
come derived from these charges was part 
of the legitimate income of a considerable 
number of our banks, and one that was fair- 
ly earned, 

The exchange relations existing between 
financial institutions were the outcome of 
years of competition and competitive serv- 
ice, and very few of the large army of de- 
positors in our banks, outside of those in 
some of our larger cities, were aware that 
any expense entered into the collection of 
checks and other items passed to their 
credit at par. 

The collection business of this country 
cannot be handled without expense, the 
only question is—who is to foot the bill? 
Theoretically the customer depositing the 
checks or collections should pay for the 
service required, but in a great majority of 
cases competition has ruled otherwise. The 
business of a customer maintaining a valu- 
able account has been desirable, consequent- 
ly in consideration of his paying business 
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banks have been willing to accept his depasit 
of out-of-town items at par, notwithstand- 
ing the fact that the bank may have been 
put to considerable expense in collecting 
his business. Banks maintaining desirable 
accounts with other banks in reserve cities 
have received similar treatment, not that 
there was no expense attached to collecting 





Wayne, Jr. 
PRESIDENT GIRARD NATIONAL BANK, 
PHILADELPHIA 


JOSEPH 


deposits of out-of-town items, but this ex- 
pense could be absorbed by the city bank 
if adequate balances were maintained. 
Again, in order to secure and _ properly 
serve out-of-town bank accounts, “Reserve 
City Banks” were of necessity obliged to 
open collection accounts with banks at other 
points, where they had items to be cleared, 
and were willing to allow a commission or 
exchange for the facilities they required, as 
they could hardly expect to obtain them in 
any other way. All this accrued to the 
benefit of the out-of-town or country bank- 
er at the expense of the city banks. 

The practical working of the Federal Re- 
serve Clearing Plan results in the customer 
of the city banks or the city bank itself 
being relieved of a great part of this ex- 
pense and eliminates the profit formerly 
made by the country banker out of the 
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city banker, in consideration of the serv- 
ices the country banker was able to extend. 

This beautiful Clearing Plan may _ be 
theoretically perfect and the last word in 
banking, but I do not approve of it for the 
reason that it tends towards taking the ini- 
tiative out of our business. Add to the 
Clearing Plan a guarantee of deposits, reg- 
ulate the interest we may allow on deposits, 
and fix the rate we must charge on loans and 
your picture is complete, but you have 
taken the pep entirely out of our business 
and we become mere automatons. 

The Federal Reserve scheme at present 
reminds me very much of a graveyard. Many 
of those within would prefer to be with- 
out, and there is nothing very alluring with- 
in its scope to encourage state banks and 
trust companies to enter, but there is hope 
—even the most unattractive graveyard pre- 
sents possibilities. My opinion is that the 
Clearing Plan never should have been in- 
corporated in the Federal Reserve Act, and 
further, that the Act should have permitted 
banks to maintain a portion of their re- 
serve with other banks, so that our inter- 
bank relationship might not have been dis- 
turbed and the collection proposition left 
to the individual banks to handle. 

The country clearing-houses that were be- 
ing organized throughout the country were 
taking care of the check collection proposi- 
tion long before the Federal Reserve Act 
butted in, and the bankers of the country 
could have settled their own exchange mat- 
ters and at their own expense or at least at 
an expense to their customers commensurate 
with service extended. 

I don’t think it necessary to dwell on the 
subject of Country Clearing Houses for the 
collection of country checks, as conditions 
in different parts of the country vary wide- 
ly, and what would meet the situation in 
Boston, New York or Philadelphia might 
not be adaptable to Kansas City, St. Louis 
or San Francisco. The bankers in any cen- 
ter have the brains and the knowledge of 
conditions to meet their local needs, and we 
were progressing rapidly towards censum- 
mation of a comprehensive collection sys- 
tem among ourselves before the Federal Re- 
serve Act appeared in the field. 

There is very little to be said concerning 
Settlement of Balances, usually the only 
thing to do is to pay what you owe in cur- 
rency or in exchange that will be acceptable 
to the creditor bank; when this has been 
done the settlement of balances has been ac- 
complished, at least to the satisfaction of 
the creditor bank. 

I would like to say a word concerning our 
inter-bank relationships and their value. 
The banks of this country are so closely 
woven together for their own protection and 
their mutual welfare, that in my opinion it 
is going to take more than one Federal Re- 
serve Act to make them dependent upon 
the Federal Reserve Banks for all the facil- 
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ities they now enjoy through reserve and 
other similar connections. When the act is 
in full effect, and deposits with other banks 
become mere due from banks, the real test 
will come, but as none of us can afford to 
keep larger balances with the Federal Re- 
serve Banks than the law requires, we will 
still retain accounts to some extent with 
banks for the double purpose of securing 
interest on idle funds and of securing the 
judgment of our banking connections on 
the question of credits and investments. 

The banks in our larger cities have found 
it necessary to have highly specialized de- 
partments for the securing and tabulating 
of credit and investment information, which 
is theoretically at the service of their de- 
positors and correspondents, but practically 
at the command of the entire banking fra- 
ternity. The Federal Reserve Banks can’t 
replace this service, and it cannot be main- 
tained by us at its present efficiency if all 
deposits by banks should be transferred to 
the reserve banks. The profit of inter-bank 
relationships has been responsible for this 
valuable adjunct to bank equipment. 

Then again I think it would be a very 
serious matter to the business community 
if the reserves of all banks and trust com- 
panies were transferred to the reserve banks. 
These reserves constitute a large portion of 
the loanable funds available for investment 
by banks in commercial paper. ‘Take these 
reserve funds out of our banks and you will 
seriously curtail their loaning ability to the 
detriment of the borrowing public. 

If all bank reserves were transferred to 
the Federal Reserve Banks, the only way the 
funds could get back into circulation would 
be by the direct purchase of paper or loans 
by the reserve banks themselves, or by our 
buying the money back by rediscounting. 
The business community generally would 
prefer to have the purchasing power remain 
with the individual banks, and the banks 
would be very reluctant to rediscounting 
heavily in order to have funds for investment 
in commercial paper. 

From the standpoint of the bankers, what 
is wrong with the Federal Reserve Clearing 
Plan? It only appeals to a few banks in 
the larger cities that never had any real 
collection facilities of their own, and to 
banks outside of the reserve cities that re- 
ceive from their customers more items to be 
cleared than any of their reserve connections 
are able to accept at par, on balances main- 
tained with reserve city banks. 

In the first place, the army of small banks 
suddenly find their revenue from collections 
practically cut off. When considering this 
it is well to remember that these institutions 
have a place in the banking world. The 
establishment of these small banks has been 
encouraged by national and state authori- 
ties. They serve communities where the pos- 
sible income from loans is not sufficient to 
meet running expenses, so what incentive 
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will there be to invest money in these small 
institutions? 

To the numerous larger and well estab- 
lished banks it simply means cutting off rev- 
enue any banker is justly entitled to receive 
from a department of his bank that takes 
expensive equipment, time and money to 
properly run. 

To the banks handling reserve deposits, it 
is also quite a serious matter; these banks 
after years of hard work, secured at last 
extensive collection facilities to handle the 
business of the country. The Federal Re- 
serve Act will practicallly transfer reserve 
deposits from these banks to the Federal 
Reserve Banks, forcing on us all, whether 
we like it or not, a collection system that 
no individual bank can hope to compete with 
in efficiency or as to cost, exchange being 
arbitrarily eliminated. 

Reserve city banks are now finding their 
well established collection arrangements a 
burden, instead of an aid to their business, 
and the result is bound to be a curtailment 
of these banks’ activity in the collection 
field, at a direct loss to all banks concerned. 

There is one thing that we must bear in 
mind, if we don’t like the Clearing Plan we 
don’t want to pour our displeasure on the 
heads of the Federal Reserve Board or on 
the officers of the Reserve Banks. 

The plan is incorporated in the Federal 
Reserve Act and there it will remain until 
it is removed or amended, and the board and 
reserve bank officers can’t be blamed for 
complying with its requirements. 

Do we intend doing anything relative to 
this exchange matter? There has been a lot 
of idle talk about making checks circulate 
on the same basis as bank notes or other 
real money; it can’t be done. A check is a 
check, and it always will be, and is not 
money until it has been presented at the 
bank on which it is drawn and real money 
given in exchange. 

In arranging for this conversion and car- 
rying it through, the banks of this country 
are most certainly entitled to compensation; 
the principle of private capital being com- 
pelled by law to furnish for nothing, to other 
privately owned business, facilities entailing 
a cost to the first named, is all wrong. 

Carried to the extreme, as it may well be, 
it can only result in the withdrawal of cap- 
ital from the business affected and its in- 
vestment in more lucrative ventures. 

In other words, I feel that the almost un- 
limited competition in the banking business 
precludes the idea of the business community 
being unfairly dealt with. Appreciating the 
good features of our esteemed but much 
abused Federal Reserve Act, I am very fear- 
ful that it is only the first step towards 
endeavoring to place the banks of this coun- 
try under the control of those who have very 
little interest in the development of our in- 
stitutions, but who are more interested in 
throttling individual activities on the part 
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of those capable of serving the community, 
not only to its entire satisfaction, but to its 
greater advantage. 


& 


HON. JOHN SKELTON 


WILLIAMS, 
COMPTROLLER OF THE CURRENCY 


E have become responsible for the fu- 

ture of the human race. This repub- 

lic is the hope, the refuge, the one un- 
shaken edifice among all that mankind has 
built. You have a homely—and I hope a 
familiar—illustration in your pockets. Each 
of you has some paper money. I venture 
to say that not a man here has looked to 
see whether the notes in his pocket are is- 
sued by a national bank on the Pacific or 
the Atlantic Coast or in the most remote 
country town. All any of us look at is 
the denomination and the “U. S. A.”—the 
United States of America—the signature 
of our “Uncle Sam.” We know that stamp 
and signature make that piece of paper as 
good as solid gold, not only here, but every- 
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where in the world. And it is virtually 
the only paper money that is received every- 
where in the world today as representing 
its full face value in gold. Our dollars are 
the good dollars and the dominant dollars. 
It is for you gentlemen, controlling the pow- 
erful banking interests of this supreme 
country to determine whether these dollars 
of ours shall prey upon the world with 
teeth and claws, or shall have souls put 
into them to upbuild, to help to heal the 
horrible scars of war; to lift the stricken 
to strength and hope. In this connection 
some one has prettily said that “By doing 
good with his money, a man as it were, 
stamps the image of God upon it, and makes 
it pass current for the merchandise of 
heaven.” 
* _ 7 * 7 * 

Gentlemen, all of us know the self-multi- 
plying power of money, the capacity of 
wealth to propagate and increase _ itself. 
Huge accumulations of values naturally 
draw to themselves the lesser masses. See- 
ing how.we have grown in fourteen years 
from the basis we had in 1902, imagination 
is baffled by the possibilities for the coming 
fourteen years from the basis we have now. 
But it is for us here to keep steadily in 
our minds that the only real wealth, after 
all, is the common wealth, that wealth to 
endure and go on accumulating must be 
used for the common weal. A_ superstruc- 
ture of great fortunes based on a founda- 
tion of general poverty and discontent must 
topple and crumble as surely as a house 
builded on the sands. We see what we 
have. We can but vaguely imagine what 
we will have if we will look carefully to our 
foundations and be guided by the practical 
sense represented in the best ideals. The 
altruistic conception of our duties to each 
other is not a vapor or a rainbow vision. 
It will come out right and show satisfac- 
tory results under the keenest analysis and 
the coldest dissection. 

By spontaneous, inward growth, by natu- 
ral strength, by the inborn restless, tireless 
enterprise and industry and productive pow- 
er of our people, we have expanded enor- 
mously. Certainly no men in the country 
have done more to bring these wonderful 
results than the bankers of the United 
States. It will interest you to know that 
our national banks are now manned by an 
army of about seventy-five thousand men, 
including officers, clerks and other em- 
ployees, generally able, faithful and _ effi- 
cient, with a payroll of nearly a hundred 
millions a year, operating on a capital of 
more than a thousand million dollars con- 
tributed by 441,000 stockholders, and having 
as clients over fourteen million depositors. 

Charged, as I happen to be, with the 
sometimes ungracious and unwelcome task of 
supervising their conduct of their own af- 
fairs and scrutinizing the most intimate de- 
tails of their business, it is a real pleasure 
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to me to bear witness to the high character, 
the incalculable usefulness, the conscien- 
tious devotion to duty and the breadth of 
view and purpose of the average American 
banker. He combines the functions of a 
driving power and a balance wheel, an ac- 
celerator and a brake. Maybe I know as 
much about him (although I do not wish 
you to understand from that that I am a 
Methusaleh) as any man alive; as an Amer- 
ican citizen I am pleased to say that I am 
proud of him. Nine times in ten I take 
even his most vigorous kicks against my 
administration as evidence of his self-re- 
spect and American spirit of assertion of 
what he may believe to be his rights. 

Please do not construe that statement, 
gentlemen, as an invitation for additional 
kicks. I have a plenty, thank you. 


& 


A. F. DAWSON, 


President First National Bank, 
Davenport, Iowa. 


HE banker has the right to participate 

in the politics of the nation. He is a 

citizen of the country. He is not an 
undesirable citizen, either, usually. Those 
of you who have had experience before the 
committees in Washington when the Federal 
Reserve Act was in process of formation 
will recall that when it was called to the 
minds of the members of the committees of 
the Senate, where this bill was perfected so 
that it would work, when it was brought to 
their attention that in the great system of 
banks in the United States, that in the great 
Federal Reserve System, if you please, there 
are something like three hundred city banks 
and something like seventy-five hundred 
country banks; and when your member of 
Congress, as he knows, knows that a country 
banker is not a member of the money trust, 
but that its directors are simply an aggre- 
gation of the farmers and the merchants in 
that particular part of the country, who are 
developing that particular part of the coun- 
try, I say, when your Congressman under- 
stands that, then believe me, he will listen. 


& 


W. P. G. HARDING, 
Governor Federal Reserve Board. 


THINK you have reached the correct so- 
lution of the problem. [Referring to the 
action of the convention in adopting a 

resolution asking relief from the ruling of 
the Federal Reserve Board regarding par 
payment of checks. | 

The board is not a legislative body; its 

duties are administrative. It is our duty to 































E trust that your visit to Kansas City during the 
Convention was as enjoyable to you as it was it 
to your Hosts. 

We are confident that your impressions of our city 
surpassed your expectations and we hope to sustain 
those impressions by the quality of service we render 
you in the future. 
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KANSAS CITY 
Banks 
Capital and Fixed Surplus . $19,594,800.00 
Deposits. . . . . . . . 229,363,111.00 
Total Resources. . . . . 259,822,262.00 
Total Clearings, 1915 . .  3,835,061,547.00 
Ranks sixth in bank clearings in U. S. 
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CONDENSED OFFICIAL STATEMENT OF THE 


Southwest National Bank of Commerce 


KANSAS CITY, MO. 


Capital $3,000,000.00 Surplus and Profits $1,000,000.00 
AT THE CLOSE OF BUSINESS SEPT. 12, 1916 
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Loans and Discounts.......$26,735,131.42 Capital $ 3,000,000.00 
Commodity Acceptances Pur- Surplus and Undivided Prof- 

chased 360,000.00 its 1,377,966.09 
Overdrafts 7,672.42 menreed for Taxes 
Real Estate (Bank Prem- Other Expenses 86,500.00 

ises) 400,000.00 Circulation Account 2,000,000.00 
United States Bonds (Par). 2,103,000.00 Commodity Acceptances Sold 
Bonds and Securities....... 1,825,248.19 Federal Reserve Bank 360,000.00 
Stock in Federal Reserve Deposits 42,503,656.62 

Bank 108,000.00 
Cash and Sight Exchange.. 17,789,070.68 


Total Resources “$49, 328,122. 71 Total Liabilities .........$49,328,122.71 


Unexcelled Facilities for the wer of Your Banking Business 


F. P. NEAI Chairman of Board 

J. .. PERRY President 

JOHN M. J E .... Vice-President . + 

W. L. BU 4 ....Vice-President ‘ ...Ass’t Cashier 
CHAS. H. MOOR Me cehuued Vice-President Ass't Cashier 








KANSAS CITY 


Population, 400,000 

Largest hay and winter wheat market in U. S. 

Second as grain market, third flour and milling 
centre 

Fifth in grain storage capacity 

Seventh in telegraph receipts 

Tenth in postoffice receipts 

Twelve hundred factories—output $1,000,000 daily 








The New England Securities Company 


KANSAS CITY, MISSOURI 


54% MORTGAGES 6% 


On improved farms ‘located in this most 


prosperous agricultural center of the country 


Capital and Surplus $450,000.00 
for twenty-five years at 414 New York Life Building 
CHAS. E. GIBSON, President T. C. ALEXANDER, Secretary-Treasurer 


BEN R. HALL, Vice-President F. D. HUTCHINGS, 2nd Vice-President 
J. W. RAMSEY, Assistant Treasurer 





THE BANKERS MAGAZINE 321 


W. P. G. Harpine 


GOVERNOR FEDERAL RESERVE BOARD 


carry out the law as enacted by Congress. 
If Section 16 is unjust it is clearly your 
right to go to Congress, state your case and 
request that the defects be remedied. No 
member of the board desires to hamper the 
legitimate banking interests of the country. 
We realize what the banks are doing for the 
nation. Many are not yet members of the 
Federal Reserve System and it would be 
shortsighted for a legislative body to antag- 
onize American bankers. I see no reason 
why the whole problem should not be ad- 
justed satisfactorily to all when you come 
to Washington. But Section 16 pales. into 
insignificance when compared with the fun- 
damental principles of the Federal Reserve 


Act. 
& 
SAVINGS BANK CENTENNIAL 


NE of the notable features of the con- 

vention was the commemoration of the 

one hundredth anniversary of the es- 
tablishment of the savings bank in America. 
Several of the reports and addresses dealt 
with this subject, and on one evening an 
entertaining thrift motion picture play, 
“The Dollar and the Law,” was presented 
before a vast audience at,the great audito- 
rium. The aims of the nation-wide thrift 


campaign were thus stated by Mr. V. A. 
Lersner, chairman of the Savings Bank Cen- 
tennial Committee: 

“The nation-wide thrift campaign which 
your committee has adopted ‘has very defi- 
nite aims in view.’ Certain goals of accom- 
plishment have been set, and clear-cut, 
direct, efficient and economical means have 
been developed for reaching them. ‘The sole 
aim of the campaign is not the mere gath- 
ering into banks of pennies, dimes and dol- 
lars. One aim, it is true, is to attract to the 
nation’s banks a million new savers and ten 
million better ones. To put renewed pur- 
poses behind those millions of accounts al- 
ready started, too many of which are inac- 
tive. To acquaint people with the purchas- 
ing power of money. To show, by example 
and precept, how to handle money wisely— 
to encourage better habits with money. To 
encourage people to get the most out of 
their money; how to make their money earn 
more money. Through education to make 
the get-rich-quick promoters’ efforts barren 
of results. To teach the cardinal principles 
of sound investments—what to do with 
money after saving it. To help people gain 
a mastery of the will, give direction to their 
purposes, conserve their energies and follow 
the safest route to success. To stir new 
ambitions in a hundred million human breasts 


Vicror A. Lersner 
CHAIRMAN SAVINGS BANK CENTENNIAL 


COMMITTEE 











$22 





and kindle the fires of achievement. ‘To 
bring the people on closer terms of intimacy 
with the banks. To supply, in a measure, 
what is sorely lacking in our educational 
system that the youth of the land may ap- 
proach their life work better grounded in 
the rudiments of finance. To establish new 
ideals of thrift in the home. To cultivate 
money sense in the potential, the future 
bearers of the burdens of business. To fore- 
stall int a great measure dire circumstances 
in the lives of millions who are treading 
their way toward their destinies. To help 
people who have a leaning toward thrift to 
make a life habit of it. To bring the pros- 
perous into more intimate relationship with 
banks. ‘To inspire owners of indifferently 
managed savings accounts with a new and 
lasting zeal. To increase buying power by 
adding interest income to personal earnings. 
To make the renter a home owner. To fur- 
nish constant impulses and inspirations, not 
to any class, but to all classes. To prompt 
those who are prospering to save against 
adversity. To teach people to conserve 
waste, to be saving of things that cost money 
as well as money itself; to be thrifty with 
time, energy and material—everything that 
enters into the daily life. In a word, to 
help people to find themselves, to make thrift 
a habit with the individual and a national 
trait in America.” 


& 


NEW SECTION ORGANIZED 

S the association increases in member- 

ship and the attendance at the conven- 

tion grows, it becomes necessary to 
divide the work of the conventions so that 
each group of banks may be properly rep- 
resented. While there are many problems 
in which all bankers have an interest, there 
are also many special matters concerning 
only certain banking groups. By dividing 
the association into sections it has been 
found possible to devote adequate time to 
the consideration of these special problems 
without conflicting with the regular conven- 
tion proceedings. 

At Kansas City a new section was organ- 
ized—the State Bankers’ Section. The na- 
tional banks, savings banks and trust com- 
panies already were represented by special 
sections. This new section gives official rec- 
ognition to all classes of incorporated banks 
in the United States. 


& 
THE PAR CHECK RESOLUTION 


HILE approving the fundamental 
principles of the Federal Reserve 
Act and expressing loyalty to the 
Federal Reserve System, the association pro- 
tests against the provisions of the act relat- 
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ing to the collection of checks, and instructs 
the Committee on Federal Legislation to 
endeavor to secure amendments to the act, 
providing for the establishment of a collec- 
tion system which is fair and equitable to 
all banks and to the general public. Be it 
further 

Resolved, That the president of the Amer- 
ican Bankers’ Association be authorized and 
directed to appoint a committee of twenty- 
five bankers, fifteen of whom shall be coun- 
try bankers and ten of whom shall be re- 
serve city bankers, and that this committee 
co-operate with the Committee on Federal 
Legislation in bringing about the enactment 
of the desired amendment. 


& 
TREASURER’S REPORT 


HE cash balance in the hands of the 

treasurer, August 14, 1915, was $36,- 

097.75. The balance on hand Septem- 
ber 1, 1916, was $32,264.22. During the year 
the receipts have been $264,780.46 and the 
disbursements $268,613.99. 

On September 1 the drafts for membership 
dues were sent out, 15,471 in number, 
amounting to $246,055, an increase of $10,- 
250 over last year, and 775 in number. 

While the income of the association shows 
a large increase, the expenses are increasing 
even more rapidly, and this year, for the 
first time in some years, will exceed the in- 
come of the association. 

[The association has invested funds of the 
market value of $114,155.] 


& 


SECRETARY’S REPORT ON MEMBER- 
SHIP 


T the time of balancing our books, 
August 15, 1915, membership of the as- 
sociation stood at 15,010. At the Briar- 

cliff spring meeting this year it was an- 
nounced that we hoped for an increase of 
1,000 members by August 31; and, on the 
date of closing our books, it is my pleasure 
to report there were enrolled 16,016 mem- 
bers, representing a net gain for the year 
of 1,006. Last year the net gain was 290 
members. I am sure this result is most 
gratifying—a record that has been excelled 
but twice in the existence of the association. 
In 1901 there was a net gain of 1,113 and 
in 1912 a net gain of 1,251. 

To the state of Oklahoma belongs the 
credit for greatest increase in membership in 
the association with 118 new members, a to- 
tal of 530. Kansas comes second with 111 
new members, a total of 741. Nebraska 
comes third with 91, a total of 483. Mis- 

















souri is fourth with 73 new members, a total 
of 611; Iowa is fifth with 70, a total of 678; 
Illinois stands sixth with an increase of 61 
and a total membership of 981; and Texas 
seventh with an increase of 47 and a total 
membership of 567. 

New York ranks first in association mem- 
bership with 1,019, Illinois second with 981, 
Pennsylvania third with 966, Kansas fourth 
with 741, Iowa fifth with 678, California 
sixth with 636, Ohio seventh with 621 and 
Missouri eighth with 611. 

The membership and resources of the as- 
sociation have increased as follows: 


Paid Mem- Annual 

bership Dues 
September 1, 1875..... 1,600 $ 11,606.00 
September 1, 1885..... 1,395 10,940.00 
September 1, 1895..... 1,570 12,975.00 
August $1, 1905....... 7,677 127,750.00 
August 31, 1906....... 8,383 137,600.00 
August 31, 1907....... 9,251 150,795.00 
August 31, 1908....... 9,803 162,507.00 
August 31, 1909....... 10,682 175,352.00 
August 31, 1910....... 11,405 188,934.00 
August 31, 1911....... 12,072 198,530.00 
August 31, 1912.......13,323 213,752.50 
August $1, 1913....... 14,100 229,324.48 
August 31, 1914....... 14,720 233,915.00 
August 14, 1915....... 15,010 245,651.00 
August 31, 1916....... 16,016* 262,021.76 


*Estimated. 


LIBRARIAN’S REPORT 


HE original book collection of less than 

400 volumes has been increased to 

nearly 3,000, of which only about 760 
have been purchased. Where there were 
only a few unusued magazines five years ago 
there is now a row of vertical filing cases 
containing nearly 40,000 articles, addresses, 
pamphlets, pictures and clippings, mounted 
and classified according to the hundreds of 
financial subjects which they cover. Infor- 
mation which, five years ago, was unavail- 
able to bankers except at great expense of 
time and money, is now easily supplied from 
the more than 30,000 card index entries 
which have been made to periodicals, books, 
reports and proceedings. 

Since the last report, 536 books have been 
added; 2,907 pamphlets; 11,400 clippings; 
460 pictures; 216 advertisements, and 9,836 
card index records; while 16,000 items have 
been loaned. In addition to the reference 
correspondence and the answering of re- 
quests at the library and by telephone, a list 
of subjects covered by the package library 
service has been published in pamphlet 
form; a purchasing list of books for bank 
libraries and a thrift bibliography for the 
Savings Bank Centennial have been com- 
piled; a check-list of periodicals and annuals 
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has been 
made; a canvass of libraries has been car- 
ried on by correspondence in an effort to 


in New York financial libraries 


secure financial pamphlet literature; and 
the library has distributed hundreds of cur- 
rent pamphlets to association members. 


co 


OFFICERS ELECTED 


President, Peter W. Goebel, president 
Commercial National Bank, Kansas City, 
Kansas, 


First Vice-president, Charles A. Hinsch, 
president Fifth-Third National Bank, Cin- 
cinnati. 

National Bank Section: Joseph S. Calfee, 
cashier Mechanics-American National Bank 
of St. Louis, president; J. Elwood Cox, pres- 
ident Commercial National Bank of High 
Point, N. C., vice-president. Jerome Thralls, 
formerly secretary of the Kansas City Clear- 
ing House Association, now of New York 
City, was re-elected Secretary. 

State Secretaries Section: Major S. B. 
Rankin, Columbus, O., president; F. H. Col- 
burn, San Francisco, first vice-president; 
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GorBEL 
PRESIDENT AMERICAN BANKERS ASSOCIATION, 
(PRESIDENT COMMERCIAL NATIONAL BANK, 
KANSAS CITY, KANSAS) 
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A. Hinscu 

PRESIDENT FIFTH-THIRD NATIONAL 
CINCINNATI 

(FIRST VICE-PRESIDENT AMERICAN BANKERS 
ASSOCIATION ) 


CHARLES 
BANK, 


George D. Bartlett, Milwaukee, second vice- 
president, and E. A. Philpot, Dallas, Tex., 
secretary and treasurer. 

Trust Company Section: President, Uzal 
H. McCarter, president Fidelity Trust Com- 
pany, Newark, N. J.; vice-president, Frank 
W. Blair, president Union Trust Co., De- 
troit, Mich.; chairman Executive Committee, 
John W. Platten, president United States 
Mortgage and Trust Co., New York. Le 
Roy A. Mershon was re-elected secretary. 

Clearing House Section: President, W. D. 
Vincent, vice-president Old National Bank, 
Spokane; vice-president, John McHugh, 
vice-president Mechanics and Metals Na- 
tional Bank, New York. 

Members of the Executive Committee, to 
serve for three years, to fill the vacancies of 
those expiring: Stoddard Jess, president 
First National Bank, Los Angeles, and R. 
F. McNally, vice-president Mississippi Val- 
ley Trust Company, St. Louis. 

Savings Bank Section: President, G. E. 
Edwards, president the Dollar Savings 
Bank, New York; vice-president, J. R. Noel, 
president Northwest State Bank, Chicago. 

Member Executive Committee to fill the 
unexpired term of G. E. Edwards, who was 
elected to the presidency: Victor A. Lersner, 
Comptroller Williamsburgh Savings Bank, 
Brooklyn, N. Y. 

State Bankers Section: President, J. H. 
Puelicher, Milwaukee, Wis.; vice-president, 
E. D. Huxford, Cherokee, Ia. The members 
of the Executive Committee are: Craig Ha- 


zelwood, Chicago; C. C. K. Scoville, Seneca, 
Kas.; J. W. Butler, Clifton, Tex.; J. W. 
Robinson, Boise, Idaho; D. M. Armstrong, 
Memphis, Tenn.; Elliott C. McDougal, pres- 
ident Bank of Buffalo, Buffalo, N. Y., and 
the president. 

& 


NOTES 


There were on August 31 last 16,016 mem- 
bers of the American Bankers Association. 


Comptroller Williams, in his address be- 
fore the National Bank Section, said some 
very nice things about the bankers, but 
changed his tune somewhat in speaking be- 
fore a political club, which caused Joseph 
Chapman to remark: 

“I was amused at the statements of Mr. 
Williams before the City Club. Evidently 
the Comptroller of the Currency came to 
Kansas City with two speeches in his pocket 
—one to be made before the bankers and the 
other before a semi-political club. His sub- 
ject before us was ‘The Soul in the Dollar.’ 
And the other subject should have been 
‘The Hole in the Dollar.’ 

“I protest it is unfair for a man holding 
the position Mr. Williams does for him to 
hold up all bankers to ridicule for the few 
who charge usurious interest. If Mr. Will- 
iams wants to see the laws of this nation 


W. D. Vincent 
VICE-PRESIDENT OLD NATIONAL BANK, SPOKANE 
(PRESIDENT CLEARING-HOUSE SECTION ) 





New England National Bank 


OF KANSAS CITY, MO. 


Capital and Surplus, $1,500,000.00 
Deposits, . . . . 20,000,000.00 


OFFICERS 
JOHN F. DOWNING, President 
PHILIP G. WALTON, Vice-President GEORGE G. MOORE, Cashier 
FREDERICK T. CHILDS, Vice-President VIRGIL K. TUGGLE, Assistant Cashier 








KANSAS CITY 


TRANSPORTATION 


Second largest railroad centre in U. S. 

Fourteen trunk lines, 32 subordinate lines, entering new 
$6,000,000 station 

Fifty million terminal system, handling 260 passenger trains 
and over 2,000 cars of freight daily 








Title Insurance Service 


for Missouri, Kansas, Oklahoma, Arkansas, Texas 
and Mississippi 


Attractive Rates for responsible Farm Mortgage 
Bankers and Insurance Companies offering large 
volume of business. Inquiries’ invited. 


Kansas City Title & Trust Company 


KANSAS CITY, MO. 
Paid Up Capital $750,000.00 








EDWIN BIRD WILSON 


INCORPORATED 


















E. B. Wilson, for the past seven years in 
charge of the advertising of the Bankers 
Trust Company and “A.B.A.” Cheques, 
is now prepared to offer a complete 
advertising service for banks, trust 
companies and investment bankers. 


14 Wall Street New York | 
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OPERATION OF THE NEW BANK ACT 


By Thomas Conway, Jr., Ph. D., and Ernest Minor Patterson, Ph. D. 
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Comprising a careful analysis of the following : 


What are the advantages and disadvantages to each class of national banks in 
joining the system? 

Under what conditions is it expedient for state banks and trust companies to be- 
come members? . 

What will be the effect upon the business of reserve city banks? 

What will be the effect of the new system upon the New York City banks and 


upon the stock market? 
What changes will the law make in the methods commonly employed by business 


men in financing their businesses? 
What effect will the new regulations concerning the clearing of checks and drafts h 
have upon the profits and the methods of the banks in handling this business? f 
Will it be good business to rediscount? 
Courses open to national banks with regard to their circulation. 
Effect of the new reserve requirements on the savings department t 
Business possibilities in the opportunity to national banks to loan on farm lands and c 
do a trust business. ye 
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He cannot 
actions to destructive criticism 


successful he must co-operate. 
confine his 
d unwonted and unjust charges.” 


here was an unusual number of ex-pres- 
«ients of the association at the Kansas City 
convention—Walker Hill, Wm. Livingstone, 
George M. Reynolds, Arthur Reynolds, Wm. 
\. Law, E. F. Swinney, Lewis E. Pierson, 
‘rank O. Watts, and to this list the name of 
Mr. Lynch must be added after Mr. Goebel 
was installed as the new president. 

Stoddard Jess, president First National 
Bank, Los Angeles, Cal.: Conditions in 
Southern California are excellent. Our 
products are all abundant and prices gener- 
ally good. I am much interested in seeing 
a better understanding developed among the 
people of this country. It seems to me that 
any attempt to set up class distinctions or 
to divide “workers” and “capitalists” into 
supposedly hostile groups is most unfortu- 
nate. Banks, great business corporations, 
farmers and industrial workers generally 
are really all bound up together, with sub- 
stantially common interests. We need, I 
think, a greater cultivation of the get- 
together spirit in the United States. 


N. H. Latimer, president Dexter Horton 
National Bank, Seattle: Business in the Pa- 
cific Northwest, while not feeling the same 
stimulus from war orders as the East, is 
nevertheless in good condition. There is 
great activity in shipbuilding, and, notwith- 
standing the fact that the war has greatly 
reduced the volume of available tonnage, 
Seattle is doing a foreign trade second only 
to that of the Port of New York. 


Wm. Livingstone, president Dime Savings 
Bank, Detroit: In our city the branch bank- 
ing system is working well with the state 
banks. We find that by establishing 
branches in various parts of the city the 
saving habits of the people are greatly 
stimulated. The banks being convenient, 
wage-earners deposit their earnings before 
they slip away from them. The branch 
bank in Detroit is a strong factor in the 
thrift and prosperity of our people. 


Walker Hill (referring to some remarks 
by Mr. Lynch and Mr. Law): I am not in 
favor of lynch law. 


B. F. Harris, president of the First Na- 
tional Bank, Champaign, IIL, until recently 
chairman of the Agricultural Commission 
of the American Bankers Association, said: 

“We have heard much of the magnificent 
opportunities offered American bankers in 
the development of our foreign commerce, 
and a number of our great financial insti- 
tutions are doing valuable educational work 
in pioneering this field, but the greatest op- 
portunity of this country lies in the develop- 
ment of its marvelous internal agricultural 
resources. It is to this work we are com- 
nitted, and it is this work we believe offers 
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the greatest 


opportunity to the 
banker.” 


country 


“Bankers have learned it pays to be hu- 
man,” E. Kirby Smith, president of the 
Commercial National Bank, Shreveport, La., 
and a director in the Dallas Federal Reserve 
Bank, said. “As a rule, the banker who is 
a good glad-hander, and carries behind the 
handshake the proper banking ability, is the 
man who goes the highest in the banks to- 
day.” 

One banker who has obtained a big posi- 
tion in New York said the banks of the 
metropolis are searching the country for 
bankers of ability who have a genial smile 
and a firm handshake. They must have 
both before they can get a big position in 


New York. 


As usual, California kept open house to 
that state’s many friends among the bank- 
ers. Frederick H. Colburn, secretary of the 
California Bankers Association and man- 
ager of the San Francisco Clearing House 
Association, welcomed the many visitors. 
He was assisted by Mrs. Colburn, who, in 
addition to taking an interest in banking af- 
fairs, is active in practical preparedness 
work. As regent of the San _ Francisco 
Chapter, Woman's Section of the Navy 
League, she was instrumental in organizing 


a National Training Service School. A Na- 
tional Service Training Camp, combining 





Mrs. Frevertck H. Corpurn 
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Red Cross field work and the daily routine 
of army life, was established at the Pre- 
sidio and maintained from June 1 to July 
15, with nearly 250 women taking part in 
the work. 


As usual, the closing scenes of the conven- 
tion were marked by several presentations. 
Retiring President Lynch got a silver tea 
service, Mr. Fitzwilson got a handsome sil- 
ver loving cup in token of twenty years’ 
service as assistant secretary, and Mr. Goe- 
bel, the new president, got a big bouquet of 
flowers. 

George M. Reynolds, president of the 
Continental and Commercial National Bank, 
Chicago: The United States has passed from 
the state of a borrower nation to be a great 
creditor nation. To hold that position 
American banking and business men must 
be conservative and talk, think and act in 
world terms. 

He1.’s a tale (as told by the Kansas City 
“Star”) about a bank’s profits which if it 
came from “Wall Street” instead of from 
Kansas, would start a fresh investigation of 
the “money trust”: 

“Average net earnings of 336 per cent. a 
year on the original capital in the First 
State Bank of Larned, Kas., beats anything 
the Wall street banks can boast of, asserts 
John E. Wagner, president of the Larned 
Bank, who attended the convention of the 
American Bankers Association, 

“Here is a record of the performance of 
the Kansas Bank, cited by Mr. Wagner: 

“Organized in 1898 with a capital of 
$5,000; in eighteen years the capital, with- 
out an additional dollar paid in by the 
stockholders, has grown to $120,000; present 
surplus plus dividends paid, $215,000; total 
profits on original investment, $330,000; av- 
erage annual profits, $18,333; net earnings 
per year on original capital, 336 per cent.; 
total net profits on original capital, 6,600 
per cent.” 


A. F. Dawson, president First National 
Bank, Davenport, Iowa: Those here who 
believe every legislator a moral coward need 
only to look back to the closing days of the 
late session of Congress for verification of 
that idea. 


“I am a Democrat,” Frederick Collins of 
Demopolis, Ala., said. “In fact, I am what 
is known as a fool Democrat. I vote her, 
right or wrong. But I don’t understand the 
attitude of the administration on the Fed- 
eral Reserve Act. The principle of allow- 
ing country banks to charge for exchange 
is a vital one. It is necessary for their 
livelihood. Secretary McAdoo is going 
about the country talking about exchange 
being a tax on commerce. I would like to 
know if an express company charge is not 
a tax on commerce. The merchant can 
make up any little over expense by charg- 
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ing more, but the banker has no such way. 
He must suffer.” 


“T also am a Democrat and I don’t know 
why the administration has it in for us state 
bankers,” John E. Wagner of Larned, Kas., 
said. “The Federal Reserve Act requires 
us to perform a service without proper com- 
pensation.” 

E. F. Swinney, president First National 
Bank, Kansas City: There are two kinds of 
currency. One is issued by or under the 
authority of the government and sought only 
for what it gets. The other is issued from 
the heart and sought only for what it gives; 
hand money and heart money. Both are 
issued in all denominations so as to meet all 
needs. 


From the secretary’s report: The conven- 
tion of the association in Kansas City is the 
forty-second in the history of our organiza- 
tion. Kansas City has once before enter- 
tained the American Bankers Association— 
on the occasion of our fifteenth annual con- 
vention, September 25 and 26, 1889. There 
are those among our number who will recall 
that convention as one of the most successful 
held up to that time, and particlarly marked 
was the unbounded hospitality of the bank- 
ers and citizens of Kansas City on that 
occasion, 

At that time the Association had a mem- 
bership of about 2,200 and the attendance 
at the convention was approximately 600 
delegates and with guests totaling in all 
about 1,500 people. 

A Missouri banker was _ president—Mr. 
Charles Parsons, president of the State 
Bank of St. Louis; and Mr. Joseph S. Chick, 
president of the National Bank of Kansas 
City, Mo., was a member of the Executive 
Council. Mr. William P. St. John (well 
known in the past in this section of the 
country) was one of the principal speakers 
and Mr. George F. Baker of New York 
City, prominent banker and financier, was 
treasurer of the association. The income for 
that fiscal year was $14,612. An interesting 
program was presented and there were many 
speakers on questions of the day, with spir- 
ited discussions. 

Again we meet in this great mid-western 
metropolis with marked changes in the asso- 
ciation, showing progress along all lines of 
endeavor; with a membership of more than 
16,000 banks and an attendance of approxi- 
mately 4,000 delegates and guests. 


Some of the Kansas City papers tried to 
figure out about what sum of money the 
bankers expended while in town. They put 
the amount down as somewhere between 
$300,000 and $400,000. 


NEXT YEAR’S CONVENTION 


The convention of the American Bankers 
Association for 1917 will be held at Atlantic 
City, N. J., the date to be fixed hereafter. 
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Payment of Accounts of Deceased 
Persons 





By F. H. WILLIAMS, Assistant Treasurer, Albany City Savings 
Institution, Albany, N. Y. 





NE of the functions of a bank is 
QO to receive money on deposit and 

it follows that at some future 
time this money will be called for and 
withdrawn either by the one who made 
the deposit or by someone else. It is 
important that the bank pay the money 
back to the proper person. This is 
sometimes difficult even when the party 
is living, but when the depositor dies 
further complications arise. While the 
depositor lives it is only necessary to 
pay the money to him or to the person 
to whom he orders it paid, but when he 
dies it is sometimes difficult to determine 
to whom the money should be _ paid. 
The disposition of it depends almost 
entirely on the form of account, whether 
a joint, trust, individual or otherwise. 

A large part of this article will be 
éevoted to accounts of deceased persons 
in savings banks in New York State, 
but some rules and laws governing such 
accounts in savings banks can be applied 
to other banks as well. 


& 


INDIVIDUAL ACCOUNTS 


AKING up first the individual ac- 
count in the name of one person 
nly. We are more or less familiar with 
e proceedings for the transfer or pay- 
ent of such an account. The savings 
nk will first require the passbook and 
tters from the surrogate of the county 
which the deceased was a resident at 
e time of death, showing the appoint- 
nt of the executor or administrator. 
fore making payment, the bank will 
0 require a waiver from the State 
2 


comptroller consenting to the transfer, 
which waives any future claim on the 
bank for inheritance tax against the 
estate. 

For failure to notify the comptroller, 
at least ten days prior to the transfer, 
a fine of $5,000 to $25,000 or the amount 
of the tax or both may be imposed, un- 
der section 227 of the Tax Law. 

At the time of making payment the 
bank will also require a check or order 
signed by the executor or administrator 
and that the person be properly identi- 
fied unless they are a depositor or known 
at the bank or if payment is made by 
check. If payment is made by check, 
the responsibility of identification rests 
on the bank that cashes the check and 
not on the bank that gave the check in 


payment. Some banks require that 
proof of death be furnished, , but it 
would seem that this is unnecessary 


when letters are issued, for in each in- 
stance death is proven by petition in the 
surrogate’s court. 

When a person dies outside the State 
of New York and letters are issued in 
another state, it is no longer necessary 
to take out ancillary letters to obtain a 
waiver from the State Comptroller. 
This was required until July 21, 1911, 
when the courts held that intangible 
property such as bank accounts were 
not taxable when the person died out- 
side of the State of New York. All 
that is necessary to obtain a comptrol- 
ler’s waiver is to make a sworn affidavit 
setting forth the property of which the 
deceased person died possessed and file 
it with the comptroller. It sometimes 
happens that the passbook of a deceased 
person cannot be located and the legal 
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representatives of the estate desire to 
withdraw the account. The usual cus- 
tom in such cases is to require a proper 
bond indemnifying the bank against 
loss, either a surety company bond or 
a satisfactory bond of individuals un- 
less the account is very small, when an 
affidavit is taken instead. If the repre- 
sentatives of the estate object to this, 
as in Mills vs. Albany Exchange Sav- 
ings Bank, 59 N. Y. Supp. 149, the de- 
cision depends on the by-laws to which 
the depositor assented at the time of 
opening the account. In this case the 
by-laws provided that: “In case of the 
loss of a passbook, the bank shall decide 
to whom payment shall be made.” 

The court said in part: “A provision 
in the by-laws of a savings bank to the 
effect that, in case a passbook is lost or 
destroyed, the deposit shall not be re- 
paid, unless the bank shall first receive 
satisfactory indemnity, is a reasonable 
provision; and when it is so provided 
in the by-laws becomes a part of the 
contract between the bank and its de- 
positor,” but when it is not a part of 
the by-laws, “it does not mean that the 
bank can decide not to pay the deposit 
to any person, or that it will not pay 
without adequate indemnity.” 

Not long ago, a certain savings bank 
in notifying some of its depositors that 
their accounts would become dormant 
unless their book was presented for 
credit of interest, brought to the atten- 
tion of the heirs of a certain estate 
which was dispersed and closed up some 
fifteen years ago, an account of over 
*2,000, which was unknown to the ex- 
ecutors at the time of settlement. The 
estate was reopened, the proper papers 
ind bond of indemnity were filed and 
the amount paid. 


@ 
SMALL ACCOUNTS 


HE Savings Bank Law. Sec. 248, 

Par. 4, now provides for the pay- 
ent of accounts of $250 or less to cer- 
iin heirs or creditors without going to 
he trouble of taking out letters of ad- 
ninistration. This provision in the law 
s a blessing to poor folks when their 


relatives die and leave only a meager 
sum, sometimes barely enough for fu- 
neral expenses. It is optional with the 
bank to take this course or not and un- 
der the law the bank is also given the 
privilege of withholding payment for 
one year and to require almost any kind 
of a bond of indemnity and affidavits it 
cares to ask for. But why should a 
savings bank put a person to any more 
trouble than necessary after it has sat- 
isfied itself that the parties to whom 
payment is made are reliable and the 
bank is properly protected against loss. 
The ordinary procedure is to require 
the passbook, waiver of the State Comp- 
troller, order signed by the nearest rel- 
atives and an affidavit. Sometimes a 
bond of indemnity is required and some- 
times payment is held up for one year, 
but there are times when the withhold- 
ing of payment would seriously incon- 
venience the surviving relatives who 
usually wish to have business matters of 
this kind cleared up and forgotten as 
soon as possible; therefore in most cases 
payment is made as soon as the bank is 
reasonably sure that it will incur no 
loss by reason of payment. A request 
was recently made of several savings 
banks for sample forms used in making 
payment of this kind, and the one shown 
in illustrations Nos. 1 and 2 front and 
back seemed to be the most condensed 
form and to cover all points. In this 
form the undertaker, who is usually a 
very reliable party, assumes all the 
risk, certifies to the death and identifies 
the surviving heirs. Several banks have 
no special form and have their attorney 
or some officer to draw up one to apply 
to each particular case. 


& 


JOINT ACCOUNTS 


HE joint account in the name of two 

or more persons “payable to either 

or the survivor of them” which has been 
used and abused in many ways is still 
with us and its advantages are enjoyed 
by many while the solution of its prob- 
are engaging the attention of 
No doubt the majority of joint 


lems 
others. 
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accounts are opened for the purpose of 
eliminating the expense of administra- 
tion and yet some banks ask for admin- 
istration papers when one party to a 
joint account dies. That seems to be 
unjust, unreasonable and uncalled for, 
as the savings bank law gives the bank 
authority to receive such deposits and 
pay to either or the survivor. (Sec. 
249, Par. 3.) There is no doubt that 
the joint account with all its prob- 
lems is and has been a source of great 
convenience to people throughout the 
nation by providing a way for husband 
and wife and others who save together 
so either can draw, and at the death of 
one the other can draw the remainder 
without the expense of administration. 
There are a certain number of lawyers 
who dislike to have their clients open 
joint or trust accounts and always dis- 
courage the practice, suggesting that a 
will be drawn. This of course means 
business for the lawyer, and we do not 
wonder at the suggestion. 


& 


PAYMENT AND TRANSFER 


HE usual requirements for pay- 

ment or transfer when one party 
to a joint account dies are the pass- 
book, waiver from the state comptroller 
and an order signed by the survivor. 
A question which is troublesome to the 
banks and which has not, as yet, been 
decided by a court decision, is, whether 
or not a bank is bound to ascertain if 
both parties to a joint account are liv- 
ing before making payment. The bank 
has made a contract with the depositors 
that it will pay to either or the survivor. 
Now the state comes along and says, 
“Yes, you can pay to either or the sur- 
vivor, but if you want to pay the sur- 
vivor, you must wait until we say you 
ean; and, furthermore, before you make 
a payment on a joint account, we want 
you to use reasonable care to find out 
if both parties are still alive.” In a 
recent interview with a representative 
of the state comptroller’s office, in an- 
swer to the question, “Does the comp- 
troller expect a savings bank to ascer- 
tain if both parties are living before 


making payment on a joint account? 
the answer was, “Yes, because sectio 
220, paragraph 7, Tax Law, reads i: 
part as follows: ‘Whenever intangib) 
property is held in the joint names of 
two or more persons or is deposited in 
banks in the joint names of two or more 
names and payable to either or the sur 
vivor, upon the death of one of such 
persons the right of the surviving ten- 
ant to the immediate ownership or pos- 
session of such property shall be 
deemed a transfer taxable under the 
provisions of this chapter in the same 
manner as though the whole property 
belonged absolutely to the deceased 
tenant by the entirety and had been be- 
queathed to the surviving tenant by 
will.’ ”’ 

Whether or not the stand taken by 
seme banks that they are not required t« 
inquire into the matter of one party be- 
ing dead, is a question that is still un- 
settled. By making such an inquiry, 
the bank invites trouble for itself and 
the depositor, and if it pays without in- 
quiry after death of one party and the 
comptroller has knowledge of that fact, 
it is politely reminded that it had bet- 
ter obey the law or be subject to a fine 
of the amount of the tax imposed or not 
less than $5,000 nor more than $25,000 
or both. (Sec. 227, Tax Law.) Does 
not the same principle that governs 
payment of a check hold good on a joint 
savings account? If a bank has knowl- 
edge that the maker of a check is dead 
it will not pay, but it does not go out 
of its way to ascertain that fact. If a 
pass-book and order on a joint account 
were presented over the counter by a 
third person with an order signed by 
ene party to the account, the maker of 
the order may have died before it was 
presented. If the bank inquired if the 
other party was still living and received 
an affirmative reply and made payment, 
would that be a violation of the law? 
And again, if a pass-book and order on 
a joint account were received from a 
correspondent in the usual course of 
business for collection, the order being 
signed by one party to the joint ac- 
count, would the bank be justified in re 
turning the item, inquiring if both par- 
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tics were living and would not the bank 
« liable for damages if a loss occurred 
to the depositor by reason of delay in 
such a procedure? It has made a con- 
tract to pay to either or the survivor 
and should it not live up to that con- 
tract without any exceptions, especially 
if the account were opened before the 
passage of this law? We would be in- 
terested to see a case of this character 
come up and be carried through the 
courts to see how far a bank is expected 
to inquire into the matter of death of 
one party to a joint account. 


& 


INHERITANCE TAX CHARGE- 
ABLE AGAINST SURVIVOR 


HE provision of the law above re- 

ferred to is manifestly unjust, in- 
asmuch as it makes the survivor pay the 
inheritance tax if the aggregate amount 
of deposits exceeds the limitation in all 
cases whether the deposit belonged to 
the deceased or the survivor. 

Before May 20, 1915, when this law 
was amended, if a survivor could show 
that the deposit belonged all or in part 
to him the tax was waived or charged 
accordingly. A case just brought to our 
attention presented the following facts: 
A servant girl deposited money in a 
joint account with her employer as joint 
owner with whom she had worked and 
lived for many years. She desired to 
have her remains properly looked after 
and savings disbursed according to her 
wishes without expenses of administra- 
It happened that her employer 
died first and when a waiver was ap- 
plied for she was told that she must 
pay inheritance tax, not one per cent., 
hut five per cent., on her 
money for the amount which exceeded 
‘he limitation, which was $1,000 at that 

me. Is that justice? No, it is not, 
nd the representative of the state 
mptroller’s office interviewed admits 
. but since that time the law has been 
nended and is more drastic than ever, 
cing the limitation of $500 for all 
cept direct heirs, i. e., father, mother, 
sband, wife, widow or child of the 
cedent. 


tion, 


own 


827 
DEATH OF BOTH PARTIES 
OCCASIONALLY a case will be 


found where both parties to a joint 
account die before the account has been 
transferred after the death of the first 
one. The bank has a right to assume 
that the deposit belongs to the estate 
of the one who died last in absence of 
notice to the contrary, and can safely 
pay to that estate, if the papers here- 
inbefore mentioned are filed with it, ac- 
companied with a proof of death of the 
one who died first. If one party to a 
joint account dies and the executor or 
administrator of the estate demands 
payment of the account, a question of 
proper ownership arises. The position 
of the bank in such a case is to require 
the signature of both the survivor and 
the representative of the estate, other- 
wise it assumes responsibility of paying 
to the right party. If a lawsuit arises 
between the parties for possession of 
the account, the bank can interplead or 
pay the money into court and await the 
outcome of the action. 


& 
TRUST ACCOUNTS 
ANOTHER form of account that has 


its advantages and presents diffi- 
culties is the voluntary trust account. 
This form of account is especially ad- 
vantageous to parents opening accounts 
in trust for their children, and while 
it is used largely for that purpose, yet 
it is also used by children in trust for 
parents, brothers and sisters for cach 
other and in other ways. The owner- 
ship of a trust account when one party 
dies is sometimes difficult to determine 
and there are probably more lawsuits 
arising over accounts of this character 
than any other form of account. Sec- 
tion 249, paragraph 2, of the Savings 
Bank Law, provides that: When a de- 
posit is made by one person in trust for 
another and no other, or further notice 
of the existence and terms of a legal 
and valid trust shall have been given in 
writing to such savings bank, in the 
event of the death of the trustee, the 
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deposit may be paid to the person for 
whom the deposit was made. This form 
of deposit has been held by the court 
as a voluntary and revocable trust at the 
pleasure of the trustee, and although 
conflicting decisions have been rendered 
the rule is that “a deposit by one per- 
son of his own money, in his own name 
as trustee for another standing alone, 
does not establish an irrevocable trust 
during the lifetime of the depositor. It 
is a tentative trust merely, revocable 
at will, until the depositor dies or com- 
pletes the gift in his lifetime by some 
unequivocal act or declaration, such as 
delivery of the pass-book or notice to 
the beneficiary. In case the depositor 
dies before the beneficiary without revo- 
cation, or some decisive act or declara- 
tion of disaffirmance, the presumption 
arises that an absolute trust was creat- 
ed as to the balance on hand at the 
death of the depositor.” (Matter of 
Totten. 179 N. Y. 112-119, Aug. 5, 
1904.) There are, of course, facts 
which may enter into each case to 
change this rule and each ease is de- 
cided separately on its own merit and 
is a question of fact for the jury. But 
as far as the savings bank is concerned 
it may safely pay to the beneficiary if 
the trustee dies if it has no notice of 
another claim. If the beneficiary 
should die before the trustee, the bank 
can safely pay to the trustee unless it 
has received notice that the heirs of the 
beneficiary claim the fund. In this case 
it would hold the account intact until 
proper ownership was established. 


co) 


REQUIREMENTS FOR PAYMENT 


HE requirements for the payment 

of a trust account do not differ 
materially from those of a joint account 
except to require proof of death if the 
trustee dies. The pass-book and waiver 
from the state comptroller are required 
with an order signed by the beneficiary 
and it is advisable that the beneficiary 
be identified if unknown at the bank. 
The proof of death and identification 


can very conveniently be embodied i) 
an order or receipt as shown by illus 

tration No. 3. There are times whei 
a request is made of the bank to ope: 
the trust account in the names of mor 
than one trustee or for more than on 

beneficiary. This is out of the ordinar 
and the practice is discouraged as often 
as possible, for such an account means 
that additional care must be used in 
making payment in case of death, and 
there is not much benefit to be derived 
by the depositor. A_ technical point 
may be raised as to whether a comptro! 

ler’s waiver is required if a party to a 
trust account dies, but to save a contro 
versy with the comptroller, it is better 
to obtain one. There are times when 
both or all the parties to a trust account 
will die at the same time or so near to 
gether that in the intervening time the 
account has not been transferred. The 
balance of the account would ordinarily 
belong to the heirs who died last unless 
evidence to the contrary could be 
shown, and in absence of such informa- 
tion, the bank could safely pay in that 
way and be _ protected, although it 
would not be out of place to require 
an affidavit or even a bond of indemnity 
if the amount was large. The necessary 
papers for payment would then be the 
same as a one-name account after proper 
ownership had been established. 


co 


INHERITANCE TAX 


HE inheritance tax on a trust ac- 

count is not imposed in the same 
manner as a joint account. It depends 
on the circumstances of each case, which 
is as it should be. If a trustee dies 
and the beneficiary can prove that the 
trustee made an absolute gift of the 
account to him by delivery of the pass- 
book before death and not in contem- 
plation of death, then there would be no 
inheritance tax chargeable aaginst the 
account. If the beneficiary should di: 
and there was no evidence to show that 
the account belonged to him, then the 
trustee would not be charged with in- 
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‘eritance tax. These questions are, of 
course, a matter between the depositor 
ind the state comptroller and the bank 
will always require a waiver before mak- 
ing payment. 


& 
MISCELLANEOUS ACCOUNTS 


HERE are some forms of accounts 

that do not require a waiver in case 
of death. That is when an executor, 
administrator, guardian or a legally-ap- 
pointed trustee of an estate dies. Here 
there is no transfer of funds from one 
party to another, but simply a continua- 
tion of the estate or trust. The only 
paper necessary is a surrogate’s certifi- 
cate showing the appointment of the 
party to continue the estate and trust 
and that they be properly identified. 
The rule governing accounts of estates 
and trusts in the foregoing paragraph 


ay 


does not apply to an account of an in- 
sane or incompetent person for whom a 
committee has been appointed. If the 
owner of such an account should die the 
committee’s power would cease the same 
as one who has a power of attorney. 
The estate would then be subject to ad- 
ministration the same as any other indi- 
vidual account. Of course, if the com- 
mittee should die first, a new commit- 
tee could be appointed to continue the 
work of the deceased in the same man- 
ner as a continuing executor or trustee. 

The deposition of partnership ac- 
counts depends on the terms of the part- 
nership agreement. When one partner 
dies the partnership ceases and a bank 
would do well to examine the terms of 
the partnership agreement before mak- 
ing payment. The matter of inheritance 
tax also depends on the terms of this 
agreement. The payment of this form 
of account acts as a transfer of funds 
and requires a waiver. 


Community Trust Plan a Success 


R. FREDERICK H. GOFF, presi- 

dent of the Cleveland Trust Co., 
is recognized as the originator of the 
plan for forming into a community trust 
bequests for social and philanthropic 
work. The first such trust, The Cleve- 
land Foundation, was established in 
January, 1914, by the Cleveland Trust 
Co. 

A recent number of “The Survey” 
gives the following account of the typi- 
cal provisions for investing and expend- 
ing moneys given to such a fund: 

“The plan is for the trust company 
to accept legacies to be used for the 
zood of the community. Bequests may 
be made for the general purpose of the 
oundation—‘the mental, moral and 
»hysical improvement of the inhabitants 
‘f the city’—or for specific ends, but 
n the latter case the trustees may apply 
t to other purposes if in their opinion 

hanged conditions make such a new 
pplication wise. This is held to com- 


pletely do away with the restrictive 
‘dead hand’ in philanthropy. The pur- 
poses for which the fund may be used 
are stated in broad terms so that old 
needs when they have been met may be 
dropped, and new ones not foreseen 
may be taken up. 

“In all cases the control and invest- 
ment of the funds vest solely and per- 
petually in the trust company and its 
successors; and the control and use of 
the income, with the possible use also 
of the principal in instalments, is placed 
in the hands of a board of five mem- 
bers, one expiring each year. Two 
members are appointed by the trust 
company, one by the mayor, one by the 
local judge of probate and one by the 
judge of the Federal Court in whose 
jurisdiction the city lies. Independent 
audit is provided for, full financial 
statements must be published annually 
in two newspapers, and all books and 
records are open to the chief law offi- 
cers of state, county and city.” 
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Banking and Commercial Law 





CASE COMMENT AND REVIEW 





A Transaction in Rubles 


T would seem that if a depositor 

were to approach his banker and 

ask that a designated amount in 
foreign money be remitted abroad, and 
the bank accepted an amount equal to 
the equivalent, and undertook to deliver 
at the foreign address, and it was un- 
able to make delivery the bank should 
return to the remitter the same amount 
received from him less a reasonable fee 
for its services. But the contrary is 
held in the case of Fliker vs. State Bank 
in this issue. 

The said Fliker asked the State Bank 
to remit 500 rubles for him to Russia. 
The bank gave him receipt for $217.50 
covering the value of the rubles and its 
fees. The remittance was subject to 
war time delivery, which was impossible. 
The bank being unable to carry the 
transaction through, tendered to Fliker 
the sum of $171.50, being the value of 
the 500 rubles at the time of the tender, 
being a difference of $46 due to depre- 
ciation in the value of the ruble. The 
bank was sustained in its position, the 
court saying: 

“The general purpose of a bank is 
not to act as a merchant, but as 
an agent for a principal, and_ that 
such is the relationship here is evi- 
denced by the agreement, which de- 
scribes its object to be a ‘remittance,’ 
which, in the words of Bouvier, is 
‘money sent by one merchant to an- 
other, either in specie, bill of exchange, 
draft, or otherwise.’ Plaintiff, the 
principal, purchased of defendant, the 
banking agent, 500 rubles, and as part 
of the transaction defendant was to 
endeavor to make delivery of plaintiff's 
500 rubles to the designated person. 


As the agent was unable to perform, 
his remaining obligation was to return 
the principal’s property, the 500 rubles, 
to him. This has been tendered and to 
my mind ends the bank’s obligation 

“To hold with plaintiff would be to 
also determine that at the place of pay- 
ment, regardless of the market value of 
rubles, the payment by the bank or its 
Russian correspondent would have to 
be upon the basis of the purchasing 
value of the rubles for $217 in United 
States money at that time and place. 
Clearly this was not the contract, and 
if the bank could not be called upon 
to be affected by a gain or loss in the 
value of rubles, if delivered in Russia, 
how can it be upon their return to New 
York? And if so, at what point did 
this condition commence? Plaintiff 
dealt in rubles, and he is entitled te his 
rubles or their equivalent at the time 
of his demand.” 

We cannot agree with this reasoning 
The remitter was in the United States 
with United States money, which he 
wished to transmit to Russia. He 
bought the equivalent in rubles, which 
would be good tender in Russia. The 
remittance was never made and _ his 
draft was returned. He is entitled to 
his money back, less a reasonable fee 
for the service. If there had been re- 
turned to him a Russian draft for 500 
rubles, the case would then be different 
and the reasoning of the court would 
apply. We cannot see that the bank is 
in law or morals entitled to make $46 
by virtue of this transaction, and doubt 
if the ruling of the Municipal Court 
would stand appeal. This is not a 
transaction in rubles, but a transaction 
in American money turned into rubles. 
Fliker vs. State Bank in this number. 
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Misappropriation of Trust 
Funds 


N the multitude of transactions that 
pass through a bank, many carry on 

their face what would, under close scru- 
tiny, constitute notice to the bank that 
the funds were being diverted from 
their proper use. For instance: a check 
drawn by an officer of a corporation to 
his own order and deposited to his per- 
sonal account is notice to the bank that 
he is using the funds of his company 
for private purposes, and the bank may 
be chargeable with notice of such diver- 
sion. The executor of an estate might 
pay personal bills with trust funds in 
such a manner as to charge the bank 
with knowledge of the diversion. But 
if a bank were to be chargeable with 
notice of every transaction that passes 
through, it would need to have a force 
of clerks examining all items and 
greatly retard expeditious banking. 
But a bank must take cognizance of 
misappropriation of funds, if the facts 
are so plain as to make the ignoring 
thereof a wilful violation of its duty 
toward the parties affected. 

The executor of an estate deposited 
money in the Bowery Bank of New 
York as executor of the estate. He had 
a private account with the Yorkville 
Bank. He deposited some thirty checks 
in the latter bank, signed as the execu- 
tor of the estate and drawn on the Bow- 
ery Bank. The checks aggregated 
$14,005. Other moneys not from the 
estate were likewise deposited with the 
Yorkville Bank. The executor was in- 
debted to the Yorkville Bank. All the 
funds deposited by the executor from 
the Bowery Bank to the Yorkville 
Bank were paid out for personal mat- 
ters or in settlement of his notes to the 
latter except the sum of $675.96. The 
Yorkville Bank made no inquiry as to 
the regularity of these transactions. 

The Court of Appeals of New York, 
in holding the bank liable and charge- 
able with knowledge of the misapplica- 
tion of the funds, says: 

“A bank does not become privy to a 
misappropriation by merely paying or 
honoring the checks of a depositor 


drawn upon individual account in which 
there are, in the knowledge of the bank, 
credits created by deposits of trust 
funds. The law does not require the 
bank, under such facts, to assume the 
hazard of correctly reading in each 
check the purpose of the drawer, 
or, being ignorant of the purpose, 
to dishonor the check. The  pre- 
sumption is, and after the deposits are 
made remains until annulled by ade- 
quate notice or knowledge, that the de- 
positor would preserve or lawfully ap- 
ply the trust funds. The contract aris- 
ing by implication of law, from a gen- 
eral deposit of moneys in a bank is, that 
the bank will, whenever required, pay 
the moneys in such sums and to such 
persons as the depositor shall direct 
and designate. Although the depositor 
is drawing checks which the bank may 
surmise or suspect are for his personal 
benefit, it is bound to presume, in the 
absence of adequate notice to the con- 
trary, that they are properly and law- 
fully drawn. Adequate notice may 
come from circumstances, which rea- 
sonably support the sole inference that 
a misappropriation is intended, as well 
as directly. 

“In the present case Poggenburg paid 
to the defendant, as his creditor, on 
June 3, 1908, the sum of $765 from his 
account with the defendant. The find- 
ing of the trial court, supported by the 
evidence, is that the account at that 
time was constituted wholly from trust 
funds for his private benefit. At that 
time and through the transaction the 
defendant knew that Poggenburg had 
appropriated $765 of those funds for 
his private benefit. The presumption 
that he would not thus violate his duty 
and lawful right—that he would apply 
the moneys to their proper purposes 
under the will, then ceased to exist. 
There was absolute proof in the pos- 
session of the defendant to the con- 
trary. The defendant had no longer 
the right to assume that in paying the 
checks of Poggenburg it was paying the 
executor’s moneys to the executor and 
not to Poggenburg, the individual, or 
that Poggenburg would use the moneys 
lawfully. It had knowledge of such 
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facts as would reasonably cause it to 
think and believe that Poggenburg was 
using the moneys of the executor for 
his individual advantage and purposes. 
Those facts indicated that the payment 
to it was not an isolated incident; they 
indicated, rather, that it was within a 
method or system. Having such knowl- 
edge, it was under the duty to make rea- 
sonable inquiry and endeavor to prevent 
a diversion. Having such knowledge, 
it was charged by law to take the rea- 
sonable steps or action essential to keep 
it from paying to Poggenburg as _ his 
own the moneys which were not his and 
were the executor’s, and was bound by 
the information which it could have ob- 
tained if an inquiry on its part had been 
pushed until the truth had been ascer- 
tained. It did nothing of that sort, and 
by supinely paying, under the facts 
here as found, the subsequent checks of 
Poggenburg, it became privy to the mis- 
application. It must now pay the plain- 
tiffs the moneys of the estate which it 
had and received on and after June 3, 
1908. See Bischoff vs. Yorkville Bank 
in this number. 


Leading Cases 





Foreign Exchange 
New York 
Loss in Transmission of Money to 
Foreign Country 


Municipal Court, City of New York, Man- 
hattan, Second District, March 3, 1916. 


FLIKER VS. STATE BANK. 


Where a bank received $217.50 for a re- 
mittance through the European postal serv- 
ice of 500 rubles to Russia, and on account 
of the war and the occupation of Russian 
territory by German forces, delivery of the 
money could not be made, the remaining ob- 
ligation of the bank was to return 500 rubles 
to the remitter, who was entitled to them or 
to their equivalent in United States money 
at the time of his demand, so that where, 
between the date of the attempted transmis- 
sion and demand, they decreased in value 
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$46, the transmitter was the party to stand 
the loss. 


(159 N. Y. Sup.) 


ACTION by I. S. Fliker against the 
State Bank. Judgment for de- 
fendant. 


o 
STATEMENT OF FACT AND 
OPINION 


AVIES, J. On March 20, 1915, 
plaintiff called at the defendant 
bank and had a transaction wherein the 
bank delivered to him a paper reading 
as follows: 
“New York, 3/20/15. 
“Received from Mr. I. S. Fliker the 
sum of two hundred and _ seventeen 
50/100 dollars, for a remittance 
through the European postal service of 
five hundred rubles to Russia. 


(Signed ) “Tue State Bank, 

“$217.50. PF sxcxeseus ms 

Indorsed by rubber stamps as fol- 
lows: 

“Guaranteed. The State Bank,” and 


“Subject to delay on account of foreign 
war. 

Also, in print: 

“The State Bank, 376 Grand Street, 
New York. Drafts and payments on all 
places in Europe. Collection of debts, 
legacies, etc., in Europe. Deposits re- 
ceived. Interest allowed on time de- 
posits.” 

And annexed thereto in handwriting: 


“Zirie Fliker, Frampol, Lublin Gu- 
berne, Oyezda, Tarnow, Zamisher. 


And the plaintiff paid over to the 
defendant bank the $217.50, same being 
the market value upon that day of 500 
Russian rubles, plus its commission of 
55 cents. The bank thereupon, through 
its forwarding agents, attempted to de- 
liver the 500 rubles to the person men- 
tioned at the place designated, but be- 
cause of war conditions then existing in 
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that part of Russia, and the capture by 
the German military forces of the town 
designated, delivery could not be made, 
and the 500 rubles were returned to the 
bank to await the further order of the 
plaintiff, who thereupon demanded the 
return of his money. 

Between the date of the transaction 
and the date of the return and demand, 
the market value of rubles decreased, 
and upon plaintiff's demand the defend- 
ant bank tendered 500 rubles, of the 
United States equivalent at that date 
of $171.50, which tender plaintiff re- 
fused to accept, claiming that he was 
entitled to the return of the original 
amount in United States money that he 
had paid. The difference, because of 
the intermediate decreased value of 
rubles, is $46, and to determine who is 
to be the loser is the reason for this ac- 
tion. 

Plaintiff contends that defendant's 
obligation herein was the same as if the 
bank were a vender of merchandise 
which it agreed, as part of its contract, 
to deliver, and that, having failed to 
deliver, even without fault, the contract 
had not been performed, and it must 
pay back the original consideration to 
the vendee—citing Denny vs. Simons, 
27 La. Ann. 438; Washburn vs. Rainier, 
130 App. Div. 42, 114 N. Y. Supp. 424. 

I cannot agree with this view. The 
general purpose of a bank is not to act 
as a merchant, but as an agent for a 
principal, and that such is the relation- 
ship here is evidenced by the agreement, 
which describes its object to be a “‘re- 
mittance,”’ which, in the words of Bou- 
vier, is “money sent by one merchant 
to another, either in specie, bill of ex- 
change, draft, or otherwise.” Plaintiff, 
the principal, purchased of defendant, 
the banking agent, 500 rubles, and as 
part of the transaction defendant was 
to endeavor to make delivery of plain- 
iff’s 500 rubles to the designated per- 
son. As the agent was unable to per- 
‘orm, his remaining obligation was to re- 
turn the principal’s property, the 500 
rubles, to him. This has been tendered, 

nd, to my mind, that ends the bank’s 
bligation. 

To hold with plaintiff would be to 
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also determine that at the place of pay- 
ment, regardless of the market value of 
rubles, the payment by the bank, or its 
Russian correspondent, would have to 
be upon the basis of the purchasing 
value of rubles for $217 in United 
States money at that time and place. 
Clearly this was not the contract, and 
if the bank could not be called upon to 
be affected by a gain or loss in the 
value of rubles, if delivered in Russia, 
how can it be upon their return to New 
York? And, if so, at what point did 
this condition commence? Plaintiff 
dealt in rubles, and he is entitled to his 
rubles or their equivalent at the time 
of his demand. 

Such value having been tendered to 
plaintiff and paid into court, the issue 
herein is decided in favor of the defend- 
ant, and judgment must be entered 
therefor. 

150 N. Y. Supp. 731. 


& 


Trust Funds 


New York 


Diversion of Money—Ezecutors and 
Administrators—Liability of Bank 
for Diversion of Trust 
Moneys 


Court of Appeals, New York, May 2, 1916 


BISCHOFF VS. YORKVILLE BANK 

An executor, though he holds the funds of 
an estate as a trustee to pay the debts and 
execute the will of testator, is not guilty of 
a conversion because depositing them to his 
individual account, as title to the funds is in 
him and he has full power and control. 

A fiduciary may legally deposit trust 
funds to his individual account and credit. 

Knowledge on the part of a bank that a 
trustee has deposited trust funds to his in- 
dividual account, does not affect the char- 
acter of the act, for the bank has the right 
to presume that the trustee will apply the 
funds to their proper purposes. 

Where an executor deposited in a bank 
checks payable to the order of the bank 
signed estate of S. by him as executor, the 
bank is charged with notice that the funds 
were trust funds. 

Where a bank participates in an execu- 
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tor’s diversion of trust funds or joins in a 
diversion in which it was not interested, 
with actual knowledge or knowledge that 
diversion was intended, the bank is liable for 
the diversion. 

Where an executor deposited funds of an 
estate to his individual account and used 
them to defray his individual obligations, in- 
eluding obligations to the bank, and from 
the form of the checks the bank was charged 
with knowledge that the funds belonged to 
the estate, the bank is liable for all diver- 
sions occurring after such funds were used 
to satisfy the executor’s debt to the bank, 
for in such case the bank on inquiry might 
have actually learned of the diversion, and 
could not rely on the presumption that a 
trustee will not misappropriate trust funds. 

(112 N. E. Rep.) 


& 


AA CTION by Josephine Bischoff, as 

administratrix with the will an- 
mexed of the estate of Josephine F. 
Schneider, deceased, against the York- 
ville Bank. From an order of the Ap- 
pellate Division (170 App. Div. 679, 
156 N. Y. Supp. 563), which affirmed 
a judgment for plaintiff, defendant ap- 
peais. Modified and affirmed. 


co) 


STATEMENT OF FACT AND 
OPINION 


OLLIN, J. The plaintiff has re- 

covered a judgment against the de- 
fendant for the sum of $13,329.04, apart 
from the sums of interest and costs. 
The basic facts as found are: In March, 
1908, H. F. W. Poggenburg was ap- 
pointed and qualified as executor of the 
will of Josephine F. Schneider, de- 
ceased. The plaintiff here became his 
successor in December, 1914, through 
his removal. In April, 1908, Poggen- 
burg as executor deposited the moneys 
of the estate in the Bowery Bank in 
the city of New York in the name of 
“Estate of Josephine F. Schneider by 
H. F. W. Poggenburg, executor.” He 
as an individual had at that time a de- 
posit account with the defendant, York- 
ville Bank. In April, 1908, he sent by 
mail to the defendant a check upon the 


Bowery Bank in the sum of $500, pay- 
able to the order of the defendant, 
signed “Estate of Josephine F. Schnei- 
der by H. F. W. Poggenburg, executor.” 
The defendant received the check in due 
course, indorsed and _ transmitted it 
through the New York Clearing-house 
to the Bowery Bank, which paid it out 
of the funds of the estate. The defend- 
ant placed the proceeds of it to the 
credit of Poggenburg in his individual 
account with the defendant. Between 
April, 1908, and November, 1911, the 
defendant received through the mail 
twenty-nine other checks identical, ex- 
cept as to date and amount, with that 
described (except that one was payable 
to the order of Poggenburg and by him 
indorsed payable to the order of the 
defendant, which counsel assume and we 
will assume, has the character and ef- 
fect of the others), and dealt with them 
as it did with that fully set forth. 

The findings describe with particular- 
ity the manner in which the officers and 
employes of the defendant, in creating 
the credits, dealt with the checks. The 
amounts of the checks aggregated $14,- 
005. Additional moneys from sources 
other than the estate were deposited by 
Poggenburg with the defendant and 
credited to him in his account during 
the interval involved. In April, 1908, 
the defendant owned the promissory 
note of Poggenburg for $1,750, which 
matured June 3, 1908. On June 3, 
1908, Poggenburg paid the defendant 
from his individual account with it, in 
which the amount standing to his credit 
was less than the proceeds of the estate 
checks theretofore deposited therein, 
$765 upon the note, including interest, 
and renewed $1,000 of the loan by a 
new note maturing September 1, 1908. 
On September 1, 1908, this note was 
paid the defendant in the same manner 
and under the like condition. In Febru- 
ary, 1911, the defendant was paid, like- 
wise, $1,000 upon a note of Poggen- 
burg held by it for the sum of $2,000. 
The decree of the Surrogate’s Court of 
April, 1915, by which Poggenburg was 
removed as the executor and his ac- 
counts as executor were settled, declared 
that he was liable to the estate for the 
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aggregate sum of the thirty checks, with 
interest. All of the funds so withdrawn 
by the executor from the Bowery Bank 
and deposited in and placed by the de- 
fendant to his individual credit were 
checked out by Poggenburg in payment 
of said notes, or for his personal pur- 
poses, except the sum of $675.96. 
Throughout the transactions the defend- 
ant made no inquiry at any source as to 
the deposits of the checks of the execu- 
tor or the withdrawals from the indi- 
vidual account with it. The judgment 
recovered by the plaintiff was for the 
sum of those funds, less the $675.96, 
with interest and costs. It was affirmed 
by the Appellate Division by a divided 
court. The dissenting justice declared 
that the recovery should have been only 
the sums Poggenburg paid the defend- 
ant. We have reached a conclusion dif- 
fering from both. 
The transfer of the funds of the es- 
tate to and the crediting of them by 
the defendant to Poggenburg, in his in- 
dividual account, did not overpass the 
legal right of the executor or the de- 
fendant. The method was unwise and 
hazardous; it did not, however, in and 
of itself, constitute a conversion. The 
title to the funds was in the executor, 
and he possessed the full control and 
disposition of them. As executor, how- 
ever, and not as an individual, and for 
the purposes of administration, was he 
thus empowered. For many purposes 
third persons are entitled to consider an 
executor the absolute owner of the per- 
sonal assets in his hands. Although he 
holds the title to them, he holds it in 
trust to pay the debts and execute the 
will of the testator. In equity he is a 
mere trustee charged with the perform- 
ince of the will. Leitch vs. Wells, 48 
N. Y. 585; Blood vs. Kane, 130 N. Y. 
514; Smith vs. Ayer, 101 U. S. 320; 
iTartnett vs. Wandell, 60 N. Y. 346. A 
iduciary may legally deposit the trust 
unds in a bank to his individual ac- 
ount and credit. Knowledge on the 
art of the bank of the nature of the 
inds received and credited does not 
fect the character of the act. The 
ink has the right to presume that the 
duciary will apply the funds to their 


and owned by the executor. 
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proper purposes under the trust. There 
are judicial decisions, in cases in which 
the fiduciary has converted the funds, 
which hold the contrary. United States 
Fidelity & Guaranty Co. vs. People’s 
Bank, 127 Tenn. 720; Bank of Hickory 
vs. McPherson, 102 Miss. 852. The rule 
stated by us is, however, established in 
this and other jurisdictions, as the de- 
cisions hereinafter cited will disclose, 
and accords with reason. 

The acts of the executor and the de- 
fendant in depositing and crediting in 
the individual account of Poggenburg 
the proceeds of the checks did not af- 
fect the character of the trust funds. 
The form of each check, in which the 
defendant was payee, imported the own- 
ership of the moneys represented in 
them by the executor, and informed the 
defendant that Poggenburg was deposit- 
ing with it moneys which were not his 
and were the executor’s. Squire vs. Or- 
demann, 194 N. Y. 394; Ward vs. City 
Trust Co., 192 N. Y. 61; Cohnfeld vs. 
Tanenbaum, 176 N. Y. 126. The de- 
fendant knew at all times that the cred- 
its created by the deposits of those 
moneys, through the checks of the execu- 
tor, were equitably assets of the estate 
Trust funds. - 
do not lose their character as such by 
being deposited in a bank for the indi- 
vidual credit and account of the person 
who is trustee. It may be stated as a 
general principle that if money de- 
posited in a bank was held by the de- 
positor in a fiduciary capacity, its char- 
acter is not changed by being placed to 
his credit in his individual bank ac- 
count. Van Alen vs. American Nat. 
Bank, 52 N. Y. 1; Union Stockyards 
Bank vs. Gillespie, 137 U. S. 411; Na- 
tional Bank vs. Insurance Co., 104 U. S. 
54; Roca vs. Byrne, 145 N. Y. 182. 

Inasmuch as the defendant knew that 
the credits to Poggenburg created by 
the proceeds of the checks were of a 
fiduciary character and were equitably 
owned by the executor, it had not the 
right to participate in a diversion of 
them from the estate or the proper pur- 
pose under the will. Its participation 
in a diversion of them would result from 
either (a) acquiring an advantage or 
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benefit directly through or from the di- 
version, or (b) joining in a diversion, 
in which it was not interested, with ac- 
tual notice or knowledge that the di- 
version was intended or was being 
executed, and thereby becoming privy to 
it. Ward vs. City Trust Co., 192 N. Y. 
61; Squire vs. Ordemann, 194 N. Y. 
394; Union Stockyards Bank vs. Gil- 
lespie, 137 U. S. 411; National Bank 
vs. Insurance Co., 104 U. S. 54; Allen 
vs. Puritan Trust Co., 211 Mass. 409, 
422. In the case last cited it is stated: 

“The principle governing the defend- 
ant’s liability is, that a banker who 
knows that a fund on deposit with him 
is a trust fund cannot appropriate that 
fund for his private benefit, or where 
charged with notice of the conversion 
join in assisting others to appropriate 
it for their private benefit, without be- 
ing liable to refund the money if the 
appropriation is a breach of the trust” 
—and numerous decisions are cited. 

A bank does not become privy to a 
misappropriation by merely paying or 
honoring the checks of a depositer drawn 
upon his individual account in which 
there are, in the knowledge of the bank, 
credits created by deposits of trust 
funds. The law does not require the 
bank, under such facts, to assume the 
hazard of correctly reading in each 
check the purpose of the drawer, or, be- 
ing ignorant of the purpose, to dishon- 
or the check. The presumption is, and 
after the deposits are made remains un- 
til annulled by adequate notice or 
knowledge, that the depositor would re- 
serve or lawfully apply the trust funds. 
The contract, arising by implication of 
law, from a general deposit of moneys 
in a bank is, that the bank will, when- 
ever required, pay the moneys in such 
sums and to such persons as the de- 
positor shall direct and designate. Al- 
though the depositor is drawing checks 
which the bank may surmise or suspect 
are for his personal benefit, it is bound 
to presume, in the absence of adequate 
notice to the contrary, that they are 
properly and lawfully drawn. Ade- 
quate notice may come from circum- 
stances which reasonably support the 
sole inference that a misappropriation 
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is intended, as well as directly. Safe 
Deposit & Trust Co, vs. Bank, 194 Pa. 
334; Batchelder vs. Central National 
Bank, 188 Mass. 25; United States Fi 
delity & Guaranty Co. vs. Home Bank 
for Savings (W. Va.) 88 S. E. 109; 
Brookhouse vs. Union Publishing Co., 
73 N. H. 368; Freeholders of Essex 
vs. Newark National Bank, 48 N. J. 
Eq. 51; Havana Central R. R. Co. vs. 
Knickerbocker Trust Co., 198 N. Y. 422. 

In the present case Poggenburg paid 
to the defendant, as his creditor, on 
June 3, 1908, the sum of $765 from 
his account with the defendant. The 
finding of the trial court, supported by 
the evidence, is that the account at that 
time was constituted wholly from the 
trust funds. At that time and through 
the transaction the defendent knew that 
Poggenburg had appropriated $765 of 
those funds for his private benefit. The 
presumption that he would not thus vio- 
late his duty and lawful right—that he 
would apply the moneys to their proper 
purposes under the will then ceased to 
exist. There was absolute proof in the 
possession of the defendant to the con- 
trary. The defendant had no longer the 
right to assume that in paying the checks 
of Poggenburg it was paying the execu- 
tor’s moneys to the executor and not to 
Poggenburg the individual, or that Pog- 
genburg would use the moneys lawfully. 
It had knowledge of such facts as would 
reasonably cause it to think and believe 
that Poggenburg was using the moneys 
of the executor for his individual advan- 
tage and purposes. Those facts indi- 
cated that the payment to it was not 
an isolated incident; they indicated, 
rather, that it was within a method or 
system. Having such knowledge, it was 
under the duty to make reasonable in 
quiry and endeavor to prevent a diver 
sion. Having such knowledge, it was 
charged by the law to take the reason 
able steps or action essential to keep it 
from paying to Poggenburg as his own 
the moneys which were not his and 
were the executor’s, and was bound by 
the information which it could have ob- 
tained if an inquiry on its part had been 
pushed until the truth had been ascer 
tained. It did nothing of that sort, and 
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by supinely paying, under the facts 
here, as found, the subsequent checks of 
Poggenburg, it became privy to the mis- 
application. It must now pay the plain- 
tiffs the moneys of the estate which it 
had received on and after June 3, 1908. 
Allen vs. Puritan Trust Co., 211 Mass. 
109; Duncan vs. Jaudon, 15 Wall, 165. 

What we have written makes clear, 
we think, the distinction between the 
instant case and that of Havana Cen- 
tral Railroad Co. vs. Knickerbocker 
Trust Co., 198 N. Y. 422, upon which 
the defendant firmly relies. 

We do not consider the question, be- 
cause it is not here, as to whether or not 
a bank would be protected in honoring 
a check of a fiduciary depositor, regu- 
larly drawn upon his account as such 
fiduciary, and presented by him, even 
though it had actual notice that he would 
misappropriate the proceeds. The de- 
cisions are not uniform upon this ques- 
tion. The distinction between that ques- 
tion and the question sub judice is sub- 
stantial. In the one, the bank pays, 
under its implied contract, the moneys 
to the rightful owner and the depositor ; 
in the other, it pays the moneys to one 
who, as it knows, is not the rightful 
owner, after notice that the payee is 
converting them. 

We have examined the other points 
of the appellant’s brief and find noth- 
ing which requires discussion. 

The trial court adjudged a recovery 
of the principal sum of $13,329.04, the 
aggregate sum of the amounts of the 
thirty checks, less the sum of $675.96, 
which was not misappropriated. Pog- 
genburg had deposited with the defend- 
ant prior to June 3, 1908, $2,300 of the 
trust funds. There was to his credit on 
that date $1,298.65. Prior to that date, 
therefore, he had misappropriated $1,- 
001.35, to which action the defendant 
was not privy and for which it was not 
liable. It follows that the principal sum 
recovered should have been $12,327.69, 
and the interest in the sum of $3,000.35, 
computed as directed in the decision of 
the trial court. 

The judgment should be modified ac- 
cordingly, and, as modified, affirmed, 
without costs to either party. 

112 N. E. Rep. 759. 
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KENTUCKY 

Liability of Bank on Uncertified Check 
—A cceptance 

Court of Appeals, Kentucky, June 9, 1916 


FIRST NAT. BANK OF JACKSON VS. HARGIS COM- 
MERCIAL BANK AND TRUST CO. 


Since, under the express terms of the Ne- 
gotiable Instruments Act (Ky. St., Section 
3720b, sub-section 189), a bank is not liable 
to the holder of a check, unless and until it 
accepts or certifies the check, and since sub- 
section 132 thereof, defining an acceptance 
or certification of a check, prescribes that 
such acceptance shall be in writing, signed 
by the drawee, in the absence of such ac- 
ceptance or certification, a bank is not liable 
to a check holder, either on the check or by 
way of damages for refusal to pay. ‘ 

A bank is bound by its contract with its 
customer to honor the latter’s check when 
he has sufficient assets on deposit. 

(186 S. E. Rep.) 


co 


ACTION by the First National Bank 

of Jackson against the Hargis 
Commercial Bank & Trust Co. From 
a judgment for defendant, plaintiff ap 
peals. Affirmed. 


co 


STATEMENT OF FACT 
OPINION 


AND 


ETTLE, J. Appellant, First Na- 

tional Bank of Jackson, and appel- 
lee, Hargis Commercial Bank & Trust 
Co., are banking corporations located in 
the city of Jackson, this state. On Oc- 
tober 4, 1913, one Stephen Little de- 
livered to appellant, in payment of a 
note he was owing it, his check for $750, 
of that date, drawn on the appellee, 
Hargis Commercial Bank & Trust Co. 
This check appellant on the following 
day presented to appellee for payment, 
which the latter refused. Thereupon 
appellant brought this action against ap- 
pellee in the Breathitt Circuit Court to 
compel it to pay the check. Appellee 
filed a general demurrer to the petition, 
which the circuit court sustained. Ap- 
pellant filed an amended petition, fol- 
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lewing which appellee insisted upon its 
demurrer to the petition as amended, 
and it was again sustained. Appellant 
refusing to plead further, the action was 
dismissed at its cost and from the judg- 
ment manifesting these rulings it has ap- 
pealed. 

By the original petition a recovery 
was sought upon the ground that Little, 
the drawer of the check, had, as alleged, 
money on deposit in the appellee bank 
sufficient in amount to pay it; that the 
giving of the check to appellant oper- 
ated as an assignment of the amount 
Little had on deposit in the appellee 
bank for its payment, and the refusal 
of the latter to pay the check upon its 
presentment made 1t uable to appellant 
as the holder of the check for the 
amount thereof. By the amended peti- 
tion it was, in substance, alleged that 
the deposit in the appellee bank to Lit- 
ile’s credit of an amount sufficient to 
pay the check was shown by a passbook 
furnished by it to him, which passbook 
was exhibited to appellant by Little 
when he paid it the check of $750; that 
the making and delivery to it of the 
check by Little constituted an appropri- 
ation of such part of the latter’s money 
on deposit in the appellee bank as was 
pay it; and that the re- 
fusal of appellee to pay the check 
amounted to a wrongful conversion by 
it of so much of the money on deposit 
with it to Little’s credit as would pay 
the check and made it liable to appel- 
lant in damages for such conversion, at 
least to the amount of the check. 

The demurrer confesses the facts 
properly alleged by the petition, as 
amended. [or the purposes of the de- 
murrer it must therefore be taken as 
true that at the time the check given 
appellant by Little was presented by 
the former to appellee for payment, Lit- 
tle had on deposit with the latter money 
sufficient to pay the check, and that its 
refusal to pay the check was an arbi- 
trary act. But do these facts, if true, 
entitle appellant to recover of appellee 
in this action the amount of the check? 

It was formerly a recognized doctrine 
in this jurisdiction that a check drawn 
by one having money on deposit in a 


necessary to 


THE BANKERS MAGAZINE 


bank and delivered to the payee oper- 
ated as an assignment to the latter of 
so much of the fund to the credit of the 
drawer with the bank as would equal the 
amount of the check, but in most other 
jurisdictions the weight of authority has 
all along opposed this doctrine; and 
even in this jurisdiction it had been 
subjected to some modification prior to 
the enactment by the Legislature of this 
state of what is known as the “Nego- 
tiable Instruments Act,” section 3720b, 
subsection 189 of which entirely abro- 
gates the doctrine in question by ex- 
pressly declaring that: 

“A check of itself does not operate 
as an assignment of any part of the 
funds to the credit of the drawer with 
the bank, and the bank is not liable to 
the holder, unless and until it accepts 
or certifies the check.” 

which admittedly was not done in the 
instant case. As the Negotiable Instru- 
ments Law has been adopted by thirty- 
eight of the states constituting the 
American Union, the rule declared by 
the section supra has been given a prac- 
tically uniform application everywhere 
in this country. Section 3720b, sub- 
section 132, of the same act defines an 
acceptance or certification of a check 
and the manner in which it shall be 
made, as follows: 

“The acceptance of a bill (or check) 
is the signification by the drawee of his 
assent to the order of the drawer. The 
must be in writing and 
signed by the drawee. It must not ex- 
press that the drawee will perform his 


acceptance 


promise by any other means than the 
payment of money.” 

In Ewing vs. Citizens’ Nat. Bank, 
162 Ky. 551, we held that a check of 
itself does not operate as an assignment 
of any part of the fund to the credit of 
the drawer with the bank, and 
the bank is not liable to the holder. 
unless and until it accepts or certifies 
the check; and that where a check is 
certified by the bank on which it is 
drawn the certification is equivalent t 
an acceptance, but that until such ac- 
ceptance is given in writing the bank 
cannot be made liable to any holder of 
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the check. It is patent, therefore, that 
the holder of a check cannot, by an ac- 
tion against the bank upon which it is 
drawn, recover of it the amount of such 
check, unless and until the check has, 
in writing, been accepted or certified by 
it. Such acceptance or certification cre- 
ates a new and binding obligation on 
the part of the bank which makes it di- 
rectly liable to the holder for the amount 
of the check. In the absence of such 
acceptance or certification there is no 
assignment to the holder of the fund 
upon which the check is drawn, nor priv- 
ity of contract between the bank and 
the holder, and the holder’s remedy is 
against the drawer alone, and to the 
drawer only is the bank liable for its re- 
fusal to pay the check if such refusal 
was a breach of its contract with the 
drawer. The bank is bound by its con- 
tract with its honor the 
latter’s check when he has sufficient as- 
But if it does not do 
so, such failure makes it liable to an 
action by the drawer, but not to the 
holder, of the check. Ogden on Nego- 
tiable Instruments, section 207. 


customer to 


sets in his hands. 


Counsel for appellant concedes that 
the statute supra destroys the rule that 
the giving of a check operates as an as- 
signment for its payment of the fund 
upon which it is drawn, and forbids any 
recovery against appellee upon that 
ground, which is relied on in the origi- 
nal petition, but insists that upon the 
claim for damages made in the amended 
petition against appellee for failing to 
pay the check, appellant is entitled to 
recover. This contention is illogical and 
without authority of law. Manifestly, 
if an action would not lie against ap- 
pellee for its failure to pay the check, 
it would not be liable in damages for 
such failure. The amended petition 
neither broadens the scope of the origi- 
nal petition nor states a new cause of 
action. 

It therefore follows that appellee’s 
demurrer to the petition as amended was 
properly sustained. 


(186 S. E. Rep. 471.) 
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Bank Deposit 
ARKANSAS 
Title to Funds Deposited in Bank— 


Collections—A gency 


Supreme Court of Arkansas, June 26, 1916 


DARRAGH VS. GOODMAN 


A general deposit of money in a_ bank 
passes the title immediately to the bank, and 
establishes the relation of debtor and cred- 
itor between the bank and depositor. 

A bank receiving a draft for collection 
merely is the agent of the remitter, drawer, 
or forwarding bank, and takes no title to 
the paper or the proceeds when collected. 
but holds the same in trust for remitter. 

A bank, to which a draft was sent for 
collection, having failed before its check, by 
which it remitted, was paid or presented in 
due course for payment, the drawer is en- 
titled to the proceeds of the drafts out of 
the bank’s cash going into its receiver's 
hands, in preference to general creditors 

(187 S. W. Rep.) 


% 


STATEMENT OF FACT AND 
OPINION 


WO suits, one by the First National 

Bank of Atchison, Kan., against 
the State National Bank and its receiv- 
er, and the other by F. J. Darragh and 
others, partners as the Darragh Com- 
pany, against L. S. Goodman, special 
deputy Bank Commissioner, in charge 
of the Bank of Leola. From adverse 
decrees, defendants in the first suit and 
plaintiffs in the second suit appeal. Af- 
firmed in first suit, and reversed and re- 
manded in the second suit. 

These appeals involve the correctness 
of the decrees of the Pulaski and Grant 
chancery courts, the one requiring the 
receiver of an insolvent bank to pay 
from the moneys on hand at the time of 
its failure the full amount of certain 
drafts collected by it shortly before its 
failure to the drawer bank to the ex- 
clusion of the general creditors, and the 
other denying the drawer of the draft 
such right to the payment of the amount 
collected out of the cash assets of the 
failed bank, and have been consolidated 
for hearing. 

It appears from the agreed statement 
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of facts that the First National Bank 
of Atchison, Kan., sent drafts with bills 
of lading attached on F. J. Darragh 
Company, of Little Rock, to the State 
National Bank for collection. This 
bank, of which the Darragh Company 
were customers, presented the drafts on 
June 15, 1914, and they were paid by 
said company’s check on the collecting 
bank, which charged the checks against 
the account of the payer and sent its 
draft on the National Bank of Com- 
merce of St. Louis to cover the collec- 
tion. Immediately upon receipt of the 
exchange, the Kansas bank forwarded 
it to St. Louis for collection, but before 
it reached there the State National 
Bank had suspended business, and pay- 
ment of the draft was refused by the 
St. Louis bank because of the failure 
of the drawer. During the day and at 
the close of business of said June 15, 
1914, the State National Bank had on 
hand the sum of $32,429.54 in cash. 
When it closed its doors on June 19, it 
had on hand eash to the amount of 
$7,052.77, which went into the hands 
of the receiver, who took charge of the 
assets of the bank. Said sum was the 
lowest amount of cash the failed bank 
had on hand at any time after the col- 
lection of the drafts. It continued 
business regularly to the time of clos- 
ing its doors on June 19, 1914. The 
court held the collection constituted a 
trust fund, and ordered it paid out of 
the cash going into the hands of the 
receiver, to the exclusion of the gen- 
eral creditors of the bank. 

In No. 4200, the Darragh Company, 
of Little Rock, on June 8, 1915, sent 
its draft on M. A. Davis, of Leola, 
Ark., to the Bank of Leola for collec- 
tion, with the direction contained in its 
circular letter: 

Please collect this item for us on arrival 
of goods, and remit proceeds in Little Rock 
exchange, with your usual promptness. 

On the 13th day of January the 
Bank of Leola collected the draft and 
issued its “‘cashier’s check,” payable to 
the order of the Darragh Company, for 
the amount, and mailed it to said com- 
pany. On the next day the Darragh 
Company deposited the said cashier's 
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check in the England National Bank 
of Little Rock for collection, but the 
Leola Bank failed, and its affairs were 
taken charge of by John M. Davis, 
state bank examiner, on June 15, be- 
fore said cashier’s check could in due 
course be collected. The failed bank 
had more cash on hand at the time it 
was taken charge of by the examiner 
than the amount collected on the draft 
and had not had a less amount since 
the collection. 


& 


IRBY, J. (after stating the facts 

as above): It is contended, on the 
one hand, that only the relation of prin- 
cipal and agent existed between the col- 
lecting bank and the drawer of the 
drafts collected, and that the amount 
collected remained the property of the 
drawer, a trust fund to which the re- 
ceiver could be required to account for 
to the exclusion of the general credit- 
ors, and, on the other, that only the re- 
lation of debtor and creditor was cre- 
ated by the transactions, and the draw- 
ers of the drafts were not entitled to 
any preference payment out of the cash 
assets of the failed bank. 

No principle of law is better estab- 
lished than that a general deposit of 
money in a bank passes the title imme- 
diately to the bank, and establishes a 
relation of debtor and creditor between 
the bank and its customer, the depos- 
itor. Covey vs. Cannon, 104 Ark. 550; 
Warren vs. Nix, 97 Ark. 374; Steel- 
man vs. Atchley, 98 Ark. 294, 3 R. C. 
L. 261; Merchants’ & Planters’ Bank 
vs. Meyer, 56 Ark. 499; Plano Mfg. 
Co. vs. Auld, 14 S. D. 512; Carroll 
County Bank vs. Rhodes, 69 Ark. 43. 

It is likewise well established that a 
bank, receiving a draft for collection 
merely, is the agent of the remitter, 
drawer, or forwarding bank, and takes 
no title to the paper, or the proceeds, 
when collected, but holds the same in 
trust for remitting. Second National 
Bank vs. Bank of Alma, 99 Ark. 386: 
Okla. State Bank vs. Bank of Central 
Arkansas, 179 S. W. 509; Macy vs. 
Roedenbeck, 227 Fed. 346. 
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There is no question in either of these 
cases but that the drafts were sent for 
collection only, with the expectation 
that the proceeds should be remitted 
immediately upon the receipt thereof by 
the collecting bank, and nothing indi- 
eating that the parties intended that 
the drafts or proceeds should not re- 
main the property of the owner. Such 
being the case, we hold that the deposit 
by the State National Bank of the funds 
collected from the Darragh Company 
upon the drafts of the Kansas bank did 
not become the property of the collect- 
ing bank, nor establish the relation of 
debtor and creditor for the amount 
thereof between it and the drawer bank, 
and that the relation of principal and 
agent continued, and the bank, having 
failed before the payment of its check 
or the presentation thereof in due 
course of business for payment, the 
drawer was entitled to the proceeds of 
the collected drafts out of the failed 
bank’s cash going into the hands of the 
receiver in preference to the general 
creditors. 

It is true, as contended, that the col- 
lecting bank was instructed by the 
drawer of the draft in No. 4200 to re- 
mit the proceeds in Little Rock ex- 
change; but we do not think this indi- 
cated an intention upon its part that 
the bank should take the title to the 
proceeds, nor consent that the relation 
of debtor and creditor should arise, but 
the intention rather that no such rela- 
tion should be created. The bank was 
making the collection merely, and the 
direction to remit immediately in Little 
Rock exchange shows unmistakably that 
the draft was sent for collection, and 
that there was no intention of the 
drawer to receive credit from the bank, 
but an expectation that the proceeds 
would be immediately forwarded, and 
the suggestion, remit in Little Rock ex- 
change, was only to facilitate the re- 
ceipt of the money, the drawer of the 
draft living in the city where such ex- 
change would be payable, and relieve 
the necessity for forwarding the check 
or draft used as a medium of payment 
for collection. 
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It is contended, further, by appel- 
lant, even if it shall be held that the 
relation of debtor and creditor did not 
arise between the collecting bank and 
the owner sending the drafts for col- 
lection, since the collections were made 
in fact by the receipt of a check from 
the drawee against its account in the 
collecting bank and the charge of the 
amount thereof against same, that no 
money in fact was received, nor the 
cash assets of the bank thereby in- 
creased, and that therefore the funds 
of the bank coming into the hands of 
the receiver could not be impressed with 
the trust for the payment of the pro- 
ceeds of the draft collected. We do 
not agree to this contention. It is uni- 
formly held that an agent, having for 
collection obligations due to his princi- 
pal, can receive only money in payment 
unless otherwise directed, and _ these 
principles, of course, apply to banks 
holding drafts for collection. 1 Am. 
Ency. of L. 1037; 3 Am. Ency. of 
L. 804; 3 R. C. L. 616, 635, 640; 
Ward vs. Smith, 7 Wall. 447, 19 
L. Ed. 207; Fretz vs. Stover, 22 
Wall. 208, 22 L. Ed. 769; Briggs 
vs. Collins, 113 Ark. 190; Grooms vs. 
Neff Harness Co., 79 Ark. 401; Brad- 
ley Lbr. Co. vs. Bradley County Bank, 
206 Fed. 41. 

Our court has held, in its construc- 
tion of the law prescribing a penalty 
against the officers of insolvent banks 
for receiving moneys on deposit when 
the bank is known to be insolvent, that 
the receipt by the officer of a check 
drawn by a customer against his ac- 
count in the bank and depositing it to 
the credit of the account of the payee, 
another customer, was receiving money 


within the meaning of the law. Cun- 
ningham; vs. State, 115 Ark. 392 
Skard vs. State, 118 Ark. 176. In 


Daniel vs. St. Louis National Bank, 67 
Ark. 223, the court held that where a 
bank had sent a note to a correspondent 
bank for collection, and the latter, which 
had the maker’s money on deposit with 
instructions to pay it on the note, 
charged the amount thereof to the 
maker and credited it to the sender of 
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the note in the regular course of busi- 
ness, it constituted a payment of the 
note, notwithstanding the bank failed 
the next day, and returned the note 
without indorsement or accounting for 
the collection. In 3 R. C. L. 641, it is 
said: 

And a collecting bank may, as between 
the payor and holder of paper, receive a 
check of the payor upon the bank or a cer- 
tificate of deposit held by him in payment, 
since the payor should not be required to go 
through the idle ceremony of withdrawing 
the money from the bank and paying it 
back to the bank. 


The payment of the drawee of the 
draft of the amount thereof, by the de- 
livery of its check therefor against his 
account in the collecting bank and the 
charging of the amount against his ac- 
count, constituted to all intents and pur- 
poses a payment in cash of the drafts; 
the check being merely the vehicle of 
transfer of the cash. Certainly there 
is no necessity for the drawee of the 
drafts to take its check to its bank, the 
collector, and present it and receive the 
money, and hand it back to the bank in 
payment of the draft. 

The testimony shows that the bank 
had more money on hand each day it 
continued business after the collection 
of the drafts than the amount thereof, 
and that the lowest amount it had on 
hand thereafter, and which went into 


the hands of the receiver, was more 
than $7,000, and under the rule an- 


nounced by this court in Covey vs. Can- 
non, 104 Ark, 550, 149 S. W. 514, this 
showing is a sufficient identification of 
the proceeds of the collected draft and 
tracing them to the possession of the 
receiver. 

It follows that the decree of the Pu- 
laski chancery court is correct, and is 
affirmed, and of the Grant chancery 
court is erroneous, and the same is re- 
versed, and the cause remanded, with 
direction to enter a decree for the 
amount of the draft claimed by appel- 
lant. 

(187 S. W. Rep. 673.) 
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Savings Bank Rules 
MaryYLAND 
Care in Payment—De posits by Check— 
Marksman’s Account 


Court of Appeals of Maryland, April 26, 
1916 
BANK OF BALTIMORE VS. 
GOODMAN 


COMMONWEALTH 


By-laws or regulations of savings banks, 
that possession of the book of deposit shall 
be sufficient evidence of ownership, that all 
payments which shall be made by the bank 
to any person producing the book of a de- 
positor shall be valid as against the deposi- 
tor, ete., are valid as necessary for the pro- 
tection of such banks. 

The rule, that a savings bank must exer- 
cise ordinary care to make payments from 
a depositor’s account to the proper party, 
does not deprive it of the protection of its 
contract with a depositor, but simply im- 
poses on it the consequences of its negligence 
or want of ordinary care. 

Where checks to the amount of $100, 
drawn in favor of a savings bank for ac- 
count of plaintiff, the bank book being taken 
to the bank by a third party for entry of the 
checks, did not bear plaintiff's indorsement 
and were credited to his account only to the 
extent of $25, though the bank collected 
them, the teller testifying that he would not 
have paid such checks without plaintiffs in- 
dorsement, in the absence of evidence satis- 
factorily explaining the bank’s failure to 
credit such checks to plaintiff’s account, the 
latter was entitled to recover the amount not 
credited. 

There was no want of ordinary care on 
the part of a savings bank in making pay- 
ments to a party other than the depositor, on 
presentation of the bank book and orders 
and receipts bearing the name of the de- 
positor and his mark witnessed by the other 
party or one of the officers of the bank. 

Ordinary care did not require a savings 
hank, in accepting an account opened for 
the depositor by another, to require that the 
depositor’s signature card be witnessed by a 
person other than the one acting for the 
depositor, or that the depositor come to the 
bank and have his mark witnesed by an 
officer. h 

Ordinary care did not require a bank in 
accepting a savings account opened by a 
party acting for the depositor, to close all 
possible avenues to fraud. 


(97 At. Rep.) 
& 


UIT by George Goodman against the 
Commonwealth Bank of Baltimore. 
From a judgment for plaintiff, de- 
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fendant appeals. Judgment reversed 


and new trial awarded. 


& 
STATEMENT OF FACT AND 
OPINION 


HOMAS, J.: This suit was brought 

by the appellee, George Good- 
man, against the Commonwealth Bank 
of Baltimore to recover the amount de- 
posited in his account in the bank and 
alleged to have been paid out by the 
bank upon fraudulent and forged or- 
ders. The declaration contains the 
common counts for money lent, money 
received and money found to be due 
on accounts stated, and three special 
ecunts. During the trial of the case 
in the superior court of Baltimore city, 
which resulted in a verdict and judg- 
ment in favor of the plaintiff for 
$690.73, the defendant reserved eight 
exceptions to the rulings of the court 
on the evidence and the prayers. 

The evidence shows that the plaintiff, 
a colored man, was employed for a num- 
ber of years by Mrs. Jane S. White- 
lock, of Mt. Washington, Baltimore 
county, at $20 per month, and _ that 
after her death he was employed as 
coachman for her daughter, in Carroll 
county, Md. During Mrs. Whitelock’s 
lifetime, the plaintiff's wages were paid 
by checks, and each month he was given 
a check for one-half of his wages 
($10), drawn in favor of the Common- 
wealth Bank for account of George 
Goodman. After Mrs. Whitelock’s 
death, the checks were issued by the 
executors or trustees of her estate; the 
one for $10, drawn in favor of the bank 
for account of George Goodman, was 
mailed directly to the bank, and the 
other was mailed to Goodman in Car- 
roll county. 

While in the service of Mrs. White- 
lock, Goodman rented a room from 
James H. Webb, another colored man, 
at 917 North Eutaw street, where he 
kept his trunks and clothes and lived 
upon most friendly terms with Webb 
and his wife and daughters, Priscilla 
and Edith Webb. He was particularly 
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fond of the daughter, Edith Webb, and 
on the 10th of August, 1908, he gave 
her $2 with which to open a savings 
account for him in the Commonwealth 
Bank of Baltimore. Edith Webb, who 
was then about 15 years of age, took 
the money to the bank and had an ac- 
count opened in the name of the plain- 
tiff. The bank gave her a bank book 
and a signature card to be signed by 
the plaintiff and returned to the bank, 
and she returned the card to the bank 
signed as follows: 
his 
George X Goodman. 
mark 
“Witness by Edith Webb. 
“Address: 917 N. Eutaw St.” 


“10137 


The bank book was always in the pos- 
session of Edith Webb, and the plaintiff 
testified that he gave it to her to take 
care of for him, and that prior to Mrs. 
Whitelock’s death, when he received the 
checks for his monthly wages, he gave 
the check payable to the bank to Edith 
Webb to deposit for him, and that he 
also gave her money to deposit. When 
he went to Carroll county to live, he 
left his trunk and clothes in the room 
in Webb’s house. He says he did not 
pay rent for the room after he went to 
Carroll county, but that he left his 
trunk and clothes in the room so that he 
would have a place to go whenever he 
was in Baltimore, and that he paid for 
the use of the room on such occasions, 
and that he left his bank book in the 
possession of Edith Webb in order that 
she might take it to the bank each 
month and have his check, which was 
sent to the bank, entered therein. 

During the years he was employed 
by Mrs. Whitelock, he went to the bank 
« number of times to draw some money. 
He could not tell how many times he 
went to the bank for that purpose, but 
did remember having withdrawn $20 on 
March 5, 1909, $15 on August 11, 1909, 
and $10 and $12 on two other occa- 
sions; and he states that he always took 
Edith Webb to the bank with him, that 
he took her the first time so she could 
identify him as the man to whom the 
account belonged, and that he never 
went to the bank after the fall of 1911. 














B44 





The evidence also shows that nearly 
all of the money deposited and entered 
in the bank book of the plaintiff was 
paid out from time to time to Edith 
Webb on orders or receipts signed like 
the signature card referred to and pres- 
entation of the bank book, and Edith 
Webb testified that when the plaintiff 
was with her she immediately handed 
the money to him. Except in one in- 
stance, when the order was in the form 
of a letter, all of the orders or receipts 
were on blanks furnished by the bank 
and they were brought to the bank, 
signed, as we have stated, with the 
bank book. In a few instances, Good- 
man’s mark on the order or receipt was 
witnessed by one of the officers of the 
bank. The plaintiff testified that he 
never authorized Edith Webb to make 
any withdrawals in his absence, and 
that he never made his mark on any of 
the orders or receipts on which the 
money was drawn without his knowl- 
edge. 

It further appears from the evidence 
that eight of the checks made payable 
to the bank for account of Goodman, 
amounting to $100, were only credited 
in Goodman’s bank book to the amount 
of $25; that these eight checks were 
collected by the bank, and that some of 
them were indorsed by Edith Webb, but 
that not one of them bears the indorse- 
ment of George Goodman. Charles A. 
Nicholson, the teller of the bank, who 
had charge of the savings department, 
was sick at the time of the trial, and 
his testimony was taken prior to the 
trial before a notary public. When 
shown two of the checks that were not 
entered in the bank book of the plain- 
tiff and did not bear his indorsement, 
he testified that he would not have paid 
either of them without Goodman’s in- 
dorsement. It also appears from the 
evidence, that, in a number of instances, 
the amount deposited was withdrawn 
the same day or on the day following. 

The bank book issued to the plain- 
tiff contains the following rules or reg- 
ulations printed therein, purporting to 
constitute the contract between the 
plaintiff and the bank: 
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Deposits entered in this book are not sub- 
ject to check, but may be withdrawn at any 
time on order and presentation of the book, 
the bank reserving the right to demand 30 
days’ notice, if it so desires. 

Interest allowed at the rate of three and 
one-half per cent. per annum on sums of $5 
and multiples thereof, for every calendar 
month that such sums remain en deposit. 

Accounts, closed within the four calendar 
months following date commencement, re- 
ceive no interest. 

Interest will be computed to the Ist day 
of April and Ist day of October, of each 
year, and entered on depositors’ books on 
and after the 10th day of the months above 
named. 

Possession of the book of deposit shall 
be sufficient evidence of ownership thereof; 
and, although the bank will endeavor to pre- 
vent fraud on its depositors, yet all pay- 
ments which shall be made by the bank to 
any person producing the book of a depos- 
itor shall be valid as against the depositor, 
and a full and effectual release theerof to 
the bank. 

Should a depositor lose the book, imme- 
diate notice thereof must be given to the 


bank. 
The 


show 


defendant offered evidence to 
that the bank exercised reason- 
able and ordinary care in paying out 
the money of the plaintiff; that the 
plaintiff authorized Edith Webb to 
draw the money in his account in the 
bank whenever she desired to do so, and 
to sign his name and witness his mark 
to orders or receipts for that purpose, 
and that he got the benefit of a large 
part of such withdrawals. Charles A. 
Nicholson, the teller of the bank, tes- 
tified that after the account was opened 
by Edith Webb the plaintiff came to 
the bank and told him that she “at- 
tended to all his business for him, and 
that whatever she did was all right.” 
This evidence was corroborated by 
Edith Webb and others, but the plain- 
tiff denied that he made any such state- 
ment or authorized Edith Webb to draw 
the money. 

By-laws or regulations, like those 
contained in the bank book of the plain- 
tiff, have been adopted by savings 
banks and have been upheld by the 
courts as necessary for the protection 
of such banks. It is not contended by 
the appellant that the regulations re- 
ferred to, which were printed in the 
bank book as the contract between the 











plaintiff and defendant, relieve the 
bank from its obligations to exercise 
ordinary care in paying out the money 
of a depositor; but the bank insists that 
in this case the burden was on the plain- 
tiff to show that it did not exercise ordi- 
nary care, and that he has failed to 
meet that burden. The rule of ordinary 
care on the part of the bank applicable 
to cases of this kind is clearly stated, 
and its application illustrated in the 
cited in the extensive notes to 
Kelley, Administratrix, vs. Buffalo Sav- 
ings Bank, 180 N. Y. 171, and Hough 
Avenue Savings Bank vs. Andersson, 78 
Ohio St. 341. This rule does not de- 
prive a savings bank of the protection 
of its contract with a depositor, but 
simply imposes upon it the consequences 
of its own negligence or want of ordi- 
nary care. 3 Ruling Case Law, pp. 
706-709. It is said in 3 Ruling Case 
Law, p. 709: 


eases 


As to what constitutes a negligent pay- 
ment, the only practical general rule to 
which savings banks can be safely held in 
such dealings is the rule of ordinary care, 
leaving it to be applied in the light of the 
special circumstances that characterize each 
separate case. The question of due care 
and diligence on the part of the bank is one 
of fact for the jury if the evidence is con- 
flicting, and one of law if the evidence is 
undisputed, and can lead to but one rea- 
sonable conclusion. When negligence is re- 
lied on, the burden of proving the issue is 
on the depositor. 


The learned court below granted the 
defendant’s eighth prayer, placing on 
the plaintiff the burden of showing that 
the bank did not exercise ordinary care, 
but rejected its first prayer which as- 
serted that there was no evidence in the 
case legally sufficient to sustain that bur- 
den, and in reviewing this ruling we 
must assume the truth of all the evi- 
dence tending to support the plaintiff's 
contention. 

As to the checks drawn in favor of 
the bank for account of the plaintiff, 
which do not bear his indorsement and 
which were not placed to his credit, 
there can be no question. The evidence 


shows that they were collected by the 
bank but were credited in the account 
f the plaintiff only to the extent of 
525; and the teller of the bank, when 
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shown two of these checks, testified that 
he would not have paid either of them 
without the plaintiff's indorsement. In 
the absence of evidence satisfactorily 
explaining the failure of the bank to 
credit these checks in the account of 
Goodman, the plaintiff was clearly en- 
titled to recover the amount not so cred- 
ited. 

In regard to the payments made by 
the bank to Edith Webb on presenta- 
tion of the bank book and orders and 
receipts bearing the name of the plain- 
tiff and his mark, witnessed by her or 
by one of the officers of the bank, we 
think the plaintiff has failed to show 
want of ordinary care on the part of the 
bank. According to the uncontradicted 
evidence in the case, the bank account 
was opened by Edith Webb, and all of 
the deposits of money and checks prior 
to the time the plaintiff went to Carroll 
county were made by her; she was given 
the bank book and signature card; she 
took the signature card home and re- 
turned it to the bank, after it had been 
signed by the plaintiff by making his 
mark, and his mark was witnessed by 
her; the plaintiff went to the bank with 
her on several ocasions and received 
from the bank payments made by it, 
directly to him or to her, on presenta- 
tion of the bank book, and orders or re- 
ceipts with his name and mark on them 
witnessed by her; on other occasions he 
received payments from the bank on or- 
ders or receipts on which his mark was 
witnessed by one of the bank officers, 
and every time he went to the bank he 
took Edith Webb with him and she pre- 
sented the bank book. 

Under such circumstances there was 
no reason why the officers of the bank 
should have suspected that any of the 
orders or receipts presented by Edith 
Webb were forged or fraudulent. On 
the contrary, the way in which the ac- 
count was opened and deposits were 
made and the dealings of the plaintiff 
with the bank justified the officials of 
the bank in believing that he had im- 
plicit confidence in her and that the or- 
ders presented by her were genuine. 
The appellee contends that the manner 
in which the account was opened shows 
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negligence on the part of the bank, and 
he urges that the bank should have re- 
quired the mark of the plaintiff on the 
signature card to be witnessed by a 
third person, or have required the plain- 
tiff to come to the bank and have his 
mark witnessed by one of its officers. 

That course, like many others that 
might be suggested, would doubtless 
have afforded some additional protec- 
tion to the depositor, but ordinary care 
did not require the bank to adopt such 
a precaution, or to close all possible 
avenues to fraud. If the plaintiff 
trusted Edith Webb to the extent indi- 
cated, and was willing for the bank to 
accept the signature card with his mark 
witnessed by her, why should the bank 
have hesitated to do so? The money 
could not be withdrawn without the 
bank book, and the bank had no rea- 
son to suppose that the plaintiff would 
leave his book in the possession of the 
person who happened to witness his 
mark on the signature card. There 
must be in large cities like Baltimore 
many instances of savings bank ac- 
counts of persons who cannot read or 
write, and a greater number of accounts 
of persons who cannot read or write 
English, and we see no reason why these 
accounts should not be opened in the 
way the plaintiff's account was opened. 
Institutions like the appellant are de- 
signed to encourage thrift and to offer 
facilities for savings to persons of lim- 
ited means and opportunity. 

To hold these banks to such a strict 
interpretation of the rule as that con- 
tended for by the appellee would, in 
effect, do away with the doctrine of or- 
dinary care, and compel them to exer- 
cise such a degree of caution as would 
necessarily deprive a large class of per- 
sons of the benefits of such institutions, 
and the very class to whom they render 
the greatest service. Nor do we find in 
the fact that the amounts deposited 
were, in a number of instances, with- 
drawn from the bank on the same day, 
or the day following, sufficient evidence 
of a want of ordinary care on the part 
of the bank. 

There is no evidence in the case to 
show that the officers of the bank knew 
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that the plaintiff did not retain posses- 
sion of his bank book, or that he did not 
know the condition of the account as 
disclosed by the entries in the book. 
They did know that the book was 
brought to the bank by Edith Webb 
when the checks or money were depos- 
ited and when the payments were made; 
but they had no reason to suppose that 
he had surrendered possession of it en- 
tirely or that he did not know of the 
condition of the account, and they had 
a right to assume that he would advise 
them of any irregularity in the with- 
drawals. 

It follows from what we have said 
in reference to the checks drawn in fa- 
vor of the bank for account of the plain- 
tiff which do not bear his indorsement 
and which were not placed to his credit 
that there was no error in the rejection 
of the defendant’s first prayer, which 
sought to withdraw the case from the 
jury. The plaintiff’s second prayer was 
not specially excepted to on the ground 
that there was no evidence legally suffi- 
cient to show that the defendant had 
failed to exercise ordinary care in pay- 
ing out the money placed to the plain- 
tiff’s credit in his bank book; and, in 
reviewing the ruling of the court on 
that prayer, we must therefore assume 
that there was such evidence, notwith- 
standing we have said in passing upon 
the plaintiff's first prayer that there 
was no evidence legally sufficient to 
show want of ordinary care on the part 
of the defendant in making such pay- 
ments. We think the prayer properly 
defined ordinary care and was free from 
any objection, other than the objection 
indicated which should have been raised 
by a special exception. There was no 
error in granting the plaintiff's third 
prayer. 

He was entitled to recover, under the 
account for money received, etc., the 
amounts deposited and not placed to 
his eredit in his bank book, except in 
so far as the checks for the same were 
paid to him or upon his authority. In 
other words, the plaintiff was entitled 
to recover in this case all money re- 
ceived by the bank for his account, ex- 
cept so much thereof as was entered to 
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his credit in the bank book and paid 
out by the bank without any negligence 
on its part and such sums as were paid 
to him, or upon his authority, on the 
checks drawn for his account but not 
entered in his bank book. The regula- 
tion, in reference to withdrawals print- 
ed in the bank book, only applies to 
deposits made in that book. There was 
no error in the rejection of the defend- 
ant’s second and third prayers. 

In the second, the court was asked 
to instruct the jury that the negligence 
of the plaintiff in allowing his book to 
remain in the possession of Edith Webb 
directly contributed to his loss and that 
the verdict should be for the defendant; 
and the instruction asked for in the 
third prayer was that, if the jury found 
that the conduct of the plaintiff in al- 
lewing his book to remain in the posses- 
sion of Edith Webb was the direct cause 
of the loss complained of, then their 
verdict should be for the defendant, 
even though they believed that the de- 
fendant was guilty of negligence in 
making payments “from the account of 
the plaintiff.” The suit was founded 
upon the contract between the plaintiff 
and the bank. 

So long as the bank, in good faith, 
and in the exercise of ordinary care, 
pays out the money of a depositor in 
accordance with the terms of its con- 
tract, it is relieved of all liability for 
losses the depositor may sustain by rea- 
son of his negligence. But while the 
carelessness or negligence of the deposi- 
tor, not known to the bank, cannot im- 
pose upon the bank any higher degree 
of care, no amount of negligence on his 
part ought to relieve the bank of its 
duty to use ordinary care, and we see 
ne reason for the application of the 
doctrine of contributory negligence. 

The question was considered and, we 
think, properly disposed of, in the case 
of Chase vs. Waterbury Savings Bank, 
77 Conn, 295, 59 Atl. 37, 69 L. R. A. 
329, 1 Am. Cas. 96, where the Supreme 
Court of Connecticut said: 


But without deciding whether there was 
sufficient evidence to go to the jury upon 
the question of the plaintiff's negligence, 
had that been a material inquiry in this case, 
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we hold that the bank would not have been 
exonerated from liability for payments neg- 
ligently made by its officers to Mrs. Keith, 
even if the jury could have properly found, 
from the evidence, that the plaintiff was 
guilty of the claimed negligence. ‘ 
The question of contributory negligence is 
not involved in this case. If the bank of- 
ficers failed to exercise ordinary care in 
making the payments to Mrs. Keith upon 
forged orders, the bank was liable to the 
plaintiff for the sums so paid. If the of- 
ficers exercised such care, the bank was re- 
lieved from liability by the provisions of 
article 15 of its by-laws. 

defendant’s sixth prayer was 


The 


fully covered by its fifth, which was 


granted by the court, and there was no 
error in its rejection. The defendant's 
seventh prayer properly presented its 
theory of the case in regard to the with- 
drawals of the money entered to the 
plaintiff’s credit in his bank book, and 
to that extent was free from objection. 
But it ignored the deposits or checks for 
his account not entered in his bank book, 
and was objectionable on that ground 
and properly rejected. There is no ex- 
ception in the record to the modifica- 
tion by the court of the defendant's 
eighth prayer; but counsel for the de- 
fendant state in their brief that its omis- 
sion was due to “inadvertence” in pre- 
paring the record, and that “it is agreed 
that the bill of exception shall cover 
the defendant’s exception to said action 
of the court.” 

The prayer as presented to the court 
instructed the jury that, in arriving at 
a verdict, they were not to consider the 
evidence of Miss Haile and Mr. White- 
lock in reference to any proposed set- 
tlement by Edith Webb, Priscilla Webb, 
or James Webb, or any evidence of the 
declarations of Edith Webb that the 
withdrawals made by her were illegal 
or improper, or any evidence of Mr. 
Whitelock ‘“‘as to the conversations had 
by him with Edith Webb, Priscilla 
Webb, and James Webb with reference 
to said withdrawals.” The court modi- 
fied the prayer to the extent of instruct- 
ing the jury that they could consider 
said evidence in determining the cred- 
ibility of Edith Webb, Priscilla Webb, 
and James Webb. One of the questions 
of fact to be determined by the jury 
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was, was Edith Webb authorized by the 
plaintiff to draw the money? The de- 
fendant had offered evidence tending to 
establish such authority, and the testi- 
mony of Edith Webb was to the effect 
that the plaintiff told her that she could 
draw the money whenever she desired to 
do so or needed it. 

In rebuttal, Miss Haile testified, over 
the objection of the defendant, noted 
in the seventh exception, that Edith 
Webb, in a with her at 
Sykesville, said that “‘she realized that 
she had done wrong and she was per- 
fectly willing to make it good in paying 
back so much month.” Edith 
Webb was not a party to the suit, and 
in order to make this evidence admis- 
sible as affecting her credibility a proper 
foundation for it should have been laid 
in the cross-examination of Edith Webb, 
which was not done. 2 Poe, P. & P. 
(3d Ed.) section 284. The modification 
of the defendant’s eighth prayer, au- 
thorizing the jury to consider the evi- 
dence thus improperly admitted, was er- 
roneous, and it follows from what we 
have said in regard to that prayer that 
there was error in the rulings in the 
sixth and seventh exceptions. 

The defendant was not injured by 
the evidence admitted in the second ex- 
ception, but there was fatal error in the 
ruling on the evidence in the first ex- 
ception. Counsel for the plaintiff asked 
Edith Webb on cross-examination if the 
Savings Bank of Baltimore did not re- 
fuse to pay a check for $45 which she 
took to the bank with Goodman’s name 
signed to it, and she was required to 
answer the question over the objection 
of the defendant. We know of no pos- 
sible theory upon which this evidence 
was The mere fact that 
some other bank refused to pay a check 
presented by Edith Webb and signed by 
the plaintiff could not reflect upon the 
question of the degree of care exercised 
by the defendant in making the pay- 
ments to her under the circumstances 
disclosed by the evidence. 

There was also error in the admis- 
sion of the evidence referred to in the 
third exception. The statements of 
counsel for the plaintiff to Edith Webb 


conversation 


each 


admissible. 
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did not reflect upon either of the issues 
in the case. The evidence referred to 
in the fourth exception ought not to 
have been admitted. There was no evi- 
dence in the case to show that the teller 
of the bank knew that Goodman could 


not read or write at the time he gave 
the signature card to Edith Webb. 
Questions asked an expert on cross- 


examination ought to be based upon 
facts proved and ought not to assume 
facts of which there is no evidence. 
There was no error in the ruling on the 
evidence referred to in the fifth excep- 
tion. The court properly refused to al- 
low the witness to state whether the 
teller of a bank would be “justified” in 
paying out the money of a depositor 
under the circumstances stated in the 
question. The question whether the de- 
fendant bank was justified in making 
the payments to Edith Webb was one 
for the jury to determine under proper 
instructions of the court, and the opin- 
ion of an expert on that subject was not 
admissible. 

Because of the errors pointed out in 
the first, third, fourth, sixth, seventh 
and eighth exceptions, the judgment 
appealed from must be reversed, and 
case remanded for a new trial. 

Judgment reversed with costs to the 
appellant, and new trial ordered. 

(97 At. Rep. 1005.) 


co 


Payment of Draft 


HERE a bank sends to a corre- 

spondent bank a draft with a bill 
of lading attached for collection, and 
the drawee has on general deposit with 
the collecting bank, when the draft is 
received, a sum more than sufficient to 
pay it, and, in conformity with his usual 
custom and course of dealings, in- 
structed the collecting bank to pay the 
draft, and the collecting bank agrees to 
pay it by charging it to his account, and 
thereupon surrenders to the drawee the 
bill of lading attached to the draft, in 
accordance with this understanding and 
agreement, the transaction constitutes a 
payment of the draft as between the 
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drawer and the drawee, although the 
collecting bank was insolvent at the 
time and was placed in the hands of re- 
ceivers on the following day, its insol- 
vency being unknown to the drawee at 
the time he received the bill of lading 
and directed that the amount of the 
draft be charged against his account 
with the bank, and so far as appears, 
being also unknown to the officials of the 
bank at that time. Empire Cotton Oil 
Co. vs. Sellars. (Court of Appeals of 
Georgia. July 6, 1916.) 89S. E. Rep. 


154. 
% 
Insolvency 


HE action of the stockholders of a 

national bank in voting to go into 
voluntary liquidation and in appointing 
a liquidation agent, pursuant to Rev. 
St., Secs. 5220, 5221 (Comp. St. 1913, 
Secs. 9806, 9808), is equivalent to the 
appointment of a receiver by the comp- 
troller in its effect on the property and 
the rights of the creditors. The assets 
of the bank become a trust fund to be 
administered for the benefit of all cred- 
itors pro rata, and while the bank re- 
tains its corporate existence and may 
be sued, the effect of a judgment ob- 
tained against it by a creditor is only to 
fix the amount of the debt, and the 
judgment plaintiff can acquire no lien 
which will give him an advantage over 
other creditors. Merchants Nat. Bank 
of Richmond vs. National Bank of Lil- 
lington. (District Court, E. D. North 
Carolina. February 15, 1916.) 231 


Fed. Rep. 556. 
& 


Special Deposit 


HERE deposits in a bank are 

made from time to time to the 
credit of the depositor as a public of- 
ficer, entry thereof being made in a 
passbook and checks are drawn and paid 
in the ordinary course of business, 
monthly statements being rendered, tes- 
timony that it was the purpose of the 
depositor that the funds should be kept 
separate and should be always there so 
that they could be checked out at any 
time, affords no basis for regarding the 
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amount on hand as a special deposit. 
Phillips vs. Yates Center Nat. Bank 
et al. (Supreme Court of Kansas. 
June 10, 1916). 158 Pac. Rep. 23. 


a 


Acceptance 


COMMISSION firm authorized a 

customer to draw against it after 
depositing certain bills of lading, but he 
drew and cashed the draft at a bank be- 
fore such deposit; after finally receiv- 
ing the bills of lading, the drawee wrote 
him they were getting the draft from 
the bank. Held, the draft was not ac- 
cepted. 

In view of Negotiable Instruments 
Law (Code 1904, p. 1481), Sec. 134, a 
letter from the drawee to the drawer 
accepting a draft would not be binding 
in favor of a bank which never saw the 
letter or advanced money relying upon 
it. Jones et al. vs Crumpler et al. 
(Supreme Court of Appeals of Virginia. 
June 8, 1916.) 89S. E. Rep. 232. 


oo; 


Paying Deposits to Third 
Party 
UPPOSE A deposits funds in a 
bank, and later on B claims the de- 
posits, alleging that A was his (B's) 
agent or trustee, or sets up one of doz- 
ens of similar claims that might be al- 
leged under the circumstances. May 
the bank pay the deposit to B, or if so, 
does it pay at its peril? 

The general rule is that a bank is not 
justified in paying over a deposit under 
such circumstances and if the claim is 
not sustained the bank must make it 
good. 

“It requires neither argument nor au- 
thority,” said the court in a recent case, 
“to show that when a bank refuses the 
check of its depositor, drawn against 
funds, and pays the money over to a 
third party, it does so at its peril and 
must assume the burden of proof to 
show not only that the money in ques- 
tion did not belong to the plaintiff but 
also that it did belong to the parties to 
whom the bank paid it.” 
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A Successful Public School Bank 





HETA CHILDE DORR, writing 

in the New York “Evening Mail,” 
describes an interesting savings plan 
employed by one of the New York pub- 
lie schools. The article follows: 

Public School No. 14, East 
Twenty-seventh street, Manhattan, has 
a school bank five years old, which has 
outgrown its school clothes and become 
a neighborhood institution. The school 
bank has done more to socialize the 
community than any other local agency, 
according to the account given of it by 
Herman J. Sonnenberg, the bank man- 
ager. 

Dr. Sonnenberg, when he is not bank- 
ing, teaches English to the boys and 
girls of the eighth grade, but at heart 
he is a great deal more interested in 
character building than he is in the 
English branches, and his principal, Dr. 
George L. Hentz, is that kind of a 
teacher, too. 

The prime purpose of the school bank 
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is to build character, not to save 
money, Dr. Sonnenberg explained. 


There is no object in just saving money. 
The meanest miser can do that. But 
there is an object in putting money 
aside instead of just spending it reck- 
lessly and without any regard for the 
good it might do at some future time of 
emergency. There is virtue in self-sac- 
rifice, and there is a great deal of self- 
development involved in making sensible 
choices. These are the things that make 
saving money worth while, and it is the 
reason why Public School No. 14, in 
February, 1911, opened its bank. 

Since that time the bank in_ this 
school has had net deposits of over 
$37,000. It had a balance on hand 
when the present school vear closed of 
$5,272.41. On July 1, Dr. Sonnenberg 
transferred to individual accounts in 
the depository savings banks 210 chil- 
dren’s school accounts, which means 
that these children had saved $10 or 


more. Some of the children have very 
large sums to their credit. An account 
of $100 is not uncommon, and one child 
has reached the dizzy height of affluence 
where $600 represents his wealth. 


co 


THE PARENTS’ BANK, TOO 
F course this means that the school 
bank is the parents’ bank. It 
means that Dr. Hentz and Dr. Sonnen- 
berg have taught the parents of a work- 
ing class neighborhood how to save 
children and for the 


money for the 
home. 
“How have we done it?” said Dr. 


Sonnenberg. “Why, by making it very 
easy to put money in the bank and very 
difficult to take it out. We do not have 
a bank with a teller’s window and of- 
ficers, or any of those formalities. In 
our opinion a school is better off with- 
out them. This is our system: Every 
Monday morning our teacher in each 
of our sixty classrooms asks each child 
who has money to file by her desk and 
give her his contribution. Any sum 
from one cent up is accepted. 

“The child has a bank book and his 
deposit is entered on it by the teacher, 
who also enters the child’s name and 
the amount received on a blank. When 
all the money has peen paid in and the 
blank filled in properly the teacher adds 
up the column, seals the envelope, writes 
her name, the number of her room and 
the amount inclosed, and sends the en- 
velope to the bank manager. 

“T do not open the envelopes. I 
merely add on the adding machine the 
amounts recorded on the sixty envelopes 
and then send them with a deposit slip 
for the total amount to the savings bank. 
The account there is in the name of the 
school. 

“As soon as any child has saved $10 
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we transfer his account from _ the 
school bank to the savings bank, and 
he gets a regular savings bank book. 
We do this twice a year just before in- 
terest time. The child continues to de- 
posit in the school bank and to use his 
school bank book. As often as he saves 
$5 we transfer that money to his sav- 
ings bank account, where, of course, it 
begins to draw interest.” 


& 


BANKING MADE EASY 


HIS kind of bank management, Dr. 

Sonnenberg believes, takes much 
less time than the other. Obviously sixty 
tellers can take money in faster than 
one or two. In some schools the chil- 
dren act as tellers, and, of course, they 
cannot work as quickly or as accurately 
as grown people. It is true that in the 
former case the children are learning 
something about banking and _ business 
methods, but the manager of the school 
bank of Public School 14 thinks the ad- 
vantages of the method outweighed. 

“Besides,” said Dr. Sonnenberg, “we 
use the bank in our arithmetic lessons, 
eur English lessons, and what not. We 
believe in going back to the children’s 
own experience for our lesson work.” 

This is the Gary system, and _ it 
works wherever it has been tried. 

When it comes to taking money out 
of the school bank, the child has to ap- 
ply to the principal, and he must bring 
t« the school either-his father or mother. 
No note from the parent will suffice. 
The parent must be present, exactly as 
he would if the money were being with- 
drawn from the savings bank. This 
gives all hands a chance to consider 
carefully whether they really want to 
withdraw money or not. Often they 
decide that they want the money, but 
not enough to go through the formal- 
ities. 

All checks have to be signed by the 
pupil, the parent and the principal. 
School checks are negotiable, and are 
as good as gold in the groceries and 
other shops of the neighborhood. The 
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landlord takes them for rent, and often, 
in times of emergency, lets the rent run 
along for a time just on the strength of 
the bank book. A school savings bank 
book is good for credit in the shops also, 
as many discovered during the winter 
of unemployment a couple of years ago. 


& 


SAVING FOR A DOWRY 

HIS, perhaps, more than anything 

else, has won the parents of school 
children over to the idea of saving. 
Now most of the mothers, when father 
hands over his pay envelope, slips a 
quarter or a half dollar out and put it 
away for Joln or Kittie to take to 
school on Monday morning. It is a 
family investment, although it stands in 
the child’s name. 

“None of our children went without 
shoes during the hard times,” says Dr. 
Sonnenberg with pride. ‘None of our 
depositors were evicted, either.” 

One thrifty mother of a little girl in 
Public School No. 14 began when she 
entered school to save a little for her 
each week. As she grew older and the 
account grew large enough to be noticed 
the mother resolved that she would 
make the account her daughter’s dowry. 
When the little girl was graduated the 
dowry had reached the amazing sum of 
$300. And it is still growing. 

It is a common thing for the boys and 
girls to save for a business college or 
a trade course. Often Dr. Sonnenberg 
goes to one of these institutions and 
tells the manager that a bright boy or 
girl who cannot go to high school wants 
to take a $40 or $50 course of instruc- 
tion. The child has no such sum saved, 
but the manager is asked to take, say, 
$10 on account and the balance when 
the child advances to a job. Rarely is 
there a refusal. 

“Saving,” said Dr. Sonnenberg, “is a 
habit. We therefore like our very 
smallest children to open accounts. If 
they keep on saving, even a very little, 
during their school life, we know that 
when they begin to earn they will save 





something out of their wages. They 
can't help it. Well, what we have 


taught them out of school books that is 
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going to help them through life more 
than what they have learned through the 
school bank?” 
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New York University Gives Banking 
Courses 





HE young but progressive Wall 

street branch of New York Uni- 
versity begins its third year in the 
Broad Exchange building this month 
with a very comprehensive offering in 
the way of specialized education for the 
banker. 

In establishing courses in banking op- 
erations, the Wall street branch of the 
university performs a double function: 
it furnishes the ambitious employee in- 
struction of university standard and it 
meets him, not half way, but at his very 
door. Situated as it is in the Broad 
Exchange building, the Wall street 
school is easily accessible to the down- 
town banker leaving his office at 5 
o'clock, and the convenience of attend- 
ing a lecture from 5:15 to 7 p. m. can- 
not fail to attract him. 

As to the courses offered at the Wall 
street branch, there are three of prime 
interest to the banker: Banking Prac- 
tice; Law of Banking and Commercial 
Paper, and Money and Banking. The 
course in Banking Practice has never 
been given before at the Wall street 
school and it is distinctly a new depar- 
ture in specialized education. It con- 
sists of a fifteen weeks’ series of lec- 
tures and recitations, and is intended 
to acquaint bankers with the improved 
methods of conducting business in the 
many departments of the up-to-date 
bank. The opportunity to discuss bank 


systems is given to the students, who 
bring with them the efficient methods 
of their respective institutions, and the 


course, in reality, becomes a clearing- 
ouse for the interchange of ideas. 

The course in Law of Banking and 
Commercial Paper is designed to aid 
the bank employee in an intelligent un- 
derstanding of the law governing com- 
mercial paper of especial importance is 
the law regulating banking operations. 
In this course are taken up the essential 
features of the contract between the 
bank and its depositors, points involv- 
ing checks and drafts, while cases cov- 
ering dishonored checks, forged checks, 
and false indorsements are clearly dealt 
with in the course, which extends over 
fifteen weeks. Cleveland F. Bacon, pro- 
fessor of the law of commerce and 
finance, will conduct the course. 

Although not directly vocational in its 
scope, yet the course in Money and 
Banking gives the student a necessary 
and comprehensive grasp of the field 
of finance. Banking as an integral part 
of the machinery of credit is taken up 
im its larger relations to money and 
value, while an examination of the prin- 
cipal foreign banking systems is made 
As an additional factor in the extension 
of credit, the Federal Reserve system 
is exposed. The course, which extends 
through fifteen weeks, is given by Mr. 
Major B. Foster of the School of Com 
merce. 

With the Federal Reserve Act mak- 
ing possible greater operations in 
international banking, American houses 
realize keenly the necessity of knowl- 




















for- 


mechanism of 
Meeting a widespread 


edge of the 
eign exchange. 
requirement, the course in Elemen- 
tary Foreign Exchange gives the 
banker an excellent grasp of the various 
things that underly and play a vital 
part in the interchange of funds. 
Equipped with a knowledge of elemen- 
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tary foreign exchange, the student can 
follow up the more involved course in 
Advanced Foreign Exchange. 

These subjects, given as they are at 
a most convenient time and place, should 
appeal to the young banker seeking to 
increase and perfect his business equip- 
ment. 


The New Kern Amendment 





RECENT Washington dispatch re- 

ported that under the new Kern 
amendment to the Clayton anti-trust act, 
permitting “interlocking directorates,” 
the Federal Reserve Board had granted 
the applications of 556 bankers to sit on 
more than one board of bank directors, 
and has rejected 123. A steady stream 
of applications is flowing in to the 
board, but action is necessarily slow, of- 
ficials say, as under the law each case 
must be considered on its merits. 

The Clayton act of October 15, 1914, 
prohibited directors of member banks 
of the Federal Reserve system from 
serving as directors in other banking 
institutions, except in certain specific 
cases, the purpose of the act being, in 
the language of the Judiciary Commit- 
tee of the House, “to prevent, as far 
as possible, control of great aggrega- 
tions of money and capital through 
the medium of common directors be- 
tween banks and banking associations, 
the object being to prevent the concen- 
tration of money or its distribution 
through a system of interlocking direc- 
torates.” 

The Kern amendment to the Clayton 
act provides that, with the consent of 
the Federal Reserve Board, an officer, 
director or employe of a member bank 
may serve as officer, director or em- 
ploye of not more than two other 
banks if suck other bank or banks are 





not in “‘substantial competition” with 
such member bank. In passing upon 
the applications the board considers the 
facts submitted by the applicants and 
the recommendations of the Federal Re- 
serve agents of the respective districts. 

The board considers each case on its 
own merits, but takes the general posi- 
tion that “the mere purchase by two 
banks of commercial paper in the open 
market, or the making of time or de- 
mand loans on collateral securities hav- 
ing a wide market, or the purchasing of 
such securities, need not necessarily be 
considered as indicating ‘substantial 
competition’ within the meaning of the 
Kern amendment.” 

It is, however, the view of the board 
that “substantial competition’ exists 
“in cases where the resources of the 
banks are of such magnitude or of such 
character that the ability of the banks 
jointly to grant or to withhold credit, 
or otherwise to influence the conditions 
under which credit may be obtained, 
might constitute them a dominant factor 
in the general loan market, even though 
the character of the deposits carried by 
the institutions in question might be 
quite different.” 

“The Federal Reserve Board,” de- 
clared a recent statement, ‘considers 
two banks in substantial competition 
within the meaning of the amendment 
if the business engaged in by such banks 
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under natural and normal conditions 
conflicts or interferes, or if the cessation 
of competition between the two would 
be injurious to customers, or would-be 
customers, or would probably result in 
appreciably lessening the volume of 
business or kinds of business of either 
institution.” 

Following is a recent statement of the 
applications granted and denied in each 
Federal Reserve district: 


RF 
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Institute Man Receives Merited Promotion 


HE recent announcement of the ele- 
vation of Fred. W. Ellsworth, pub- 
licity manager of the Guaranty Trust 
Company of New York, to the secre- 
taryship of that company, serves to 
demonstrate the 
value of the training afforded by the 
American Institute of Banking. 
Mr. Ellsworth is a graduate of the 
Institute a strong advocate of 
the principles for which it stands. He 


has been interested in the Institute ever 


most emphatically 


and is 


since it was founded back in 1902, hav- 
ing been one of its organizers and also 
being a charter member of Chicago 
Chapter, A. I. B., of which he served 
first as vice-president and then in 1907 
as president. He has attended practi- 
cally every convention of the Institute 
and has, by addresses before bankers’ 
conventions throughout the country, en- 
deavored to impress upon those present 
the importance of the benefits to be de- 
rived from association with the Insti- 
tute. 

He began his banking career with the 
First National Bank of Chicago in 


1892, working in various departments 
of that institution until he was put in 
charge of its advertising department in 
1905. In 1910 he came to New York 
to take charge of the department of 
publicity and new business of the Guar- 
anty Trust Company of New York. 
Since his connection with the company 
its resources have grown from $151,- 
000,000 to over $520,000,000, it being 
now the largest trust company in the 
world and the second largest bank in 
the United States. There no ques- 
tion but that the work of his department 
has aided materially in this growth. 

Since coming to New York, Mr. Ells- 
worth has served as a member of the 
board of governors of New York chap- 
ter and is now a member of the Ad- 
visory Committee, which is working in 
conjunction with the committee of bank 
president of New York City in seeking 
support from the banks for the exten- 
sion of the work of the chapter. 

There are probably few bankers in 
the United States who are better known 
than Mr. Ellsworth and his many 
friends and acquaintances throughout 
the country will be glad to learn of his 
well merited advancement. 


is 
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Attempt to Obtain Control of the 
Merchants National Bank 
of New York 





OR some time efforts have been 

going on to obtain control of the 

Merchants National Bank of 
New York. This well-known institu- 
tion was organized in 1803, and for 
more than a century has gone on under 
conservative management, a credit to 
New York banking and to its manage- 
ment. 

It is unfortunate that a bank like this 
is often looked upon enviously by 
those who see an opportunity for suc- 
cessful speculation. The stock of the 
Merchants Bank has been very inactive 
and as is usual in such cases has been 
selling, on the few occasions when sales 
were made at prices based upon the div- 
idend paid rather than upon its real 
value or upon its earnings. 

It is to be deplored that in the ef- 
forts of the syndicate to obtain control 
of the bank the stockholders have been 
sent letters containing suggestions cal- 
culated to raise false assumptions and 
suspicions in the minds of the owners 
of the stock. 

For instance, in a letter to the share- 
holders dated September 12, 1916, the 
syndicate manager includes the double 
liability of the stockholders with cap- 
ital and surplus, in order to bring down 
the percentage of dividends to capitali- 
zation, 

Without making any direct state- 
ments, the circular points attention to 
the losses incurred by the bank during 
the past five years, which, as a matter 
of fact, have been small and would 
probably compare favorably with the 
record of other well-managed banks 
during the same period. 

It is suggested that big losses (which 
never occurred) may have been due to 
absence of the president from business, 

3 


whereas he has been at his desk practi- 
cally all the time. 

The number of active officers is by 
inference placed at two, while in fact 
there are five, and the suggestion is 
made that possibly too much work and 
responsibility is placed on one man. 

In a question raised regarding the 
salary of the president and an increase 
which was made in the same, it is stated 
that his salary at the age of seventy 
was $15,000, and that now it is $30,000, 
while in fact ten years ago the presi- 
dent’s salary was $20,000 and now is 
$25,000. 

Contrary to the suggestion in this let- 
ter, the directors, though “mostly busy 
and important men with many matters 
demanding their attention” (which is 
usually true of bank directors who are 
worth while), attend meetings regularly 
and are actively interested in the affairs 
of the bank. 

Allusion is made to low quotations 
and inactivity of the stock, which of 
course is not extraordinary considering 
that most shareholders were well con- 
tent to hold their stock. A false infer- 
ence, too, is brought out from the sale 
of a block of stock which had been for 
sale for a long time “at a price.” 

In another letter recently put out, 
attention is called to an apparent fall- 
ing off in the deposits of the bank, 
which in the statement of June 30, 1916, 
were $34,270,000 and September 12 
were $30,026,000. Everyone familiar 
with banking knows of the fluctuations 
of gross deposits from entirely legiti- 
mate causes. As a matter of fact, the 
gross deposits of the bank September 
15, three days later than the date of the 
last call of the comptroller, stood at 
over $39,000,000. 
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The growth of the Merchants Bank, 
while not spectacular, has been solid 
and substantial, and for the past ten 
years its business has been more profit- 
able than in any previous period in its 
history. 

The dividend rate was increased Jan- 
uary 1, 1913, from seven per cent, to 
eight per cent., and the bank has en- 
joyed increasing prosperity from year 
to year, and has added substantially to 
its surplus account. It is therefore en- 
tirely reasonable to expect that the 
directors will increase the dividend rate 
in the immediate future, as the bank 
has recently reported earnings largely 
in excess of its dividend requirements. 

While the syndicate offer for the 
stock was 205, the book value is over 


THE BANKERS MAGAZINE 


220, and at this writing the latest sale 
was at 231. 

The directors of the bank are such 
men as John A. Stewart, chairman of 
the board of trustees. United States 
Trust Co.; Robert M. Gallaway,. presi- 


dent; Charles D. Dickey. of Brown 
Brothers & Co.; Edward Holbrook, 
president of the Gorham Mfg. Co.; 


William A. Taylor, of Taylor, Clapp & 
Co.; George Zabriskie. of Zabriskie, 
Murray, Sage & Kerr, lawyers; Charles 
A. Boody, president People’s Trust 
Co., Brooklyn; Gustave Schwab, of 
Oelrichs & Co.; Joseph Byrne, vice- 
president and cashier; T. Frank Man- 
ville, president H. W. Johns-Manville 
Co.; John P. Stevens, of J. P. Stevens 
& Co. 


ay 


Sunken Treasure Ships 


S a complement to Mr. Del Mar’s 
interesting article on the above 
topic, in the July Bankers MaGazine, 
the following extract from a paper on 
“Improvements in Deep-Sea Diving,” 
from the “Bulletin of the Pan-American 
Union,” will be found interesting: 
“The fact that a diver can descend to 
such depths and direct submarine work 
makes possible the salvage of ships and 
treasures that have lain at the bottom 
of the sea for many years, for many of 
these are in water that is no deeper. 
Among such may be mentioned the 
Merida, sunk in collision with the Ad- 
miral Farragut east of Cape Charles in 
300 feet of water, having a cargo of 
$500,000 in silver bars, $300,000 in 
gold, and perhaps $200,000 worth of 
valuables in purser’s safe; the Lusi- 
tania, terpedoed May 7, 1915, 12 miles 
south ot Kinsale, Ireland, in 270 feet of 
water, carrying at least $1,000,000 in 
gold and jewelry and several millions in 
securities ; the Oceana, sunk off Beachy 
Head, March 16, 1912, with $5,000,000 
in gold and silver, part of a Chinese 
loan; the Islander, sunk in 320 feet of 


water near Juneau, Alaska, with 


$2,000,000 in gold; the General Grant, 
wrecked on coast of Auckland Islands 
in 1866, in 80 feet of water, carrying 
$15,000,000 in gold bars and bullion; 
the flagship Florentia, lost in Tober- 
mory Bay, off the west coast of Scot- 
land, with $15,000,000. Among the 
ancient wrecks which carried treasure 
may be recalled the Spanish galleon 
Santa Margarita, which, in 1597 sailed 
from Santo Domingo with $7,000,000 
on board and was wrecked in Mona Pas- 
sage near Porto Rico; also the famed 
fleet of 17 Spanish galleons, loaded with 
treasure worth $140,000,000, collected 
in South America and the West Indies, 
attacked by the Dutch and English 
fleets in Vigo Bay, Spain, and sunk by 
the Spaniards to prevent their falling 
into the hands of their enemies. It is 
said that six of these were subsequently 
raised and about $20,000,000 recovered, 
but the others, with their $120,000,000 
of treasure, still lie at the bottom of the 
bay. In view of the recent accomplish- 
ments of the divers of the United States 
Navy, may not the dream of recovering 
much of this lost treasure become 2 
reality ?” 








Meeting After-War Competition 





{From a Circular Letter Issued by H. P. TAYLOR & CO., New York] 





EVERSION to the old status would 

be obstructed by the mass of the re- 
turning soldiers, who will feel that the 
country owes it to them to provide them 
with employment, and who will be more 
confident of securing it if the govern- 
ment retains its grip on the industrial 
organization than if it reverts to private 
hands. 

Reversion, again, would be opposed 
by the governments themselves, for the 
economic struggle immediately follow- 
ing the clash of arms will result in vic- 
tory to the nation which keeps the. 
closest control over its commercial and 
industrial resources. Germany will be 
stronger for “regimentation” of her in- 
dustries than ever, and the allies are 
showing that they do not intend to al- 
low her to gain on them commercially 
as fast as she did between 1871 and the 
outbreak of the present war. 

The conclusion is hard to resist, there- 
fore, that the producing interests of the 
United States will soon be competing 
not with English, French and German 
subjects in trade, but with the English, 
German and French governments. 

It would seem, in view of this proba- 
bility, as if the merchants and manufac- 
turers of the United States, confronted 
with the prospect of having to contend 
with such formidable competitors both 
in foreign markets and in the home mar- 
ket, should be given all the aid by their 
own government that is possible. And 
the worst thing that could happen would 
be blind antagonism, on the part either 
of Congress or public opinion, to such 
legislation as may be required to enable 
our industries to enter the struggle un- 


handicapped. 


It would not be possible in this space 
to give a detailed recital of the 
extent to which industry has been 
nationalized in the warring coun- 
tries, but enough may be cited to show 
that what has occurred may accurately 
be described as an industrial revolution. 
It is reorganization of a radical, funda- 
mental character. In estimating how 
largely it will affect our own industrial 
organization we must not make the mis- 
take of assuming that it is wholly tem- 
porary or that it will have no power 
to react on our own industrial condi- 
tions. That government socialism has 
gone a long way in Germany is known 
by everybody. Now, under the fierce 
impetus of war, Great Britain has been 
driven far in the same direction. Sir 
Gilbert Parker, M. P., remarked in a 
statement prepared for American pub- 
lication the other day: 

“Americans should understand that it 
is not alone in the field of battle that 
Great Britain has proved her capacity 
for organization. She has proved it in 
the civil field; she has nationalized the 
railways of the country and has paid the 
regular dividends ; she secured the sugar 
crop of the world at the very beginning 
of the war, through which sugar is 
cheaper today in Great Britain than it 
is in the United States, and at the same 
time has got out of it a revenue of near- 
lv $34,000,000. 

“She rescued the British people from 
being done by meat trusts by seizing all 
ships which could carry chilled meat, 
and, having the ships, she could get her 
meat on fair terms and has done so— 
50,000 tons a month for Great Britain 
and France, and 10,000 tons for Italy. 
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She has also supplied France with steel, 
boots, shoes and uniforms. She has 
made coal a public military service, and 
by act of Parliament has fixed the profit 
of the coal mines, and she supplies the 
British, French and Italian navies with 
coal. 

“She has organized the purchase of 
wheat by a small committee, which also 
buys and ships wheat and oats, fodder, 
etc., for Italy. She has bought up the 
fish supply of Norway, and very lately 
bought up, against German intrigue, the 
great bulk of food exports of Holland. 

“She has put on a twenty-five per 
cent. income tax, which has been paid 
without protest by the mass of the Brit- 
ish people. She has drawn upon her 
financial resources till she has loaned 
her allies and her oversea dominions 
£450,000,000, and she has taken as high 
as eighty per cent. of the war profits of 
the great manufacturing firms. 

“The organization of Great Britain is 
not ornate and spectacular, but there 
never was a time when all the people of 
the country were so occupied in national 
things, when so many have given them- 
selves up, without pay or reward, to do- 
ing national work.” 

Thus the day has arrived in Great 
Britain when the government is the prin- 
cipal employer, nor will there be any 
lack of powerful, though demagogic, ef- 
forts to convince the people that it is 
best that this condition should remain. 
As a matter of fact, the taint of Social- 
ism is strong in both Prime Minister 
Asquith and David Lloyd George, the 
two most influential public men in Eng- 
land today. Mr. Asquith went so far as 
te declare only ten days ago in the 
House of Commons that it was the 
“bounden duty of the allies, to take 
every step to secure for their own use 
the supplies produced by their own 
countries.” 

Certain commercial changes, he con- 
tinued, amounted to a revolution. The 
Board of Trade was engaged in a scheme 
to render the country independent of 
supplies from hostile belligerents in re- 
spect to dyes, spelter, ete. The plans 
for research had already been perfected. 
The Government, added the Premier, 
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was in consultation with labor repre- 
sentatives with a view to the formulation 
of ‘‘an after-the-war policy in social and 
industrial matters intended to secure a 
fairer distribution among all classes of 
the results of modern industry.” 

Lest we in this country fail to grasp 
the full significance of what such high 
official utterances as the foregoing mean, 
it is well to note that, according to the 
London Express, the Government is very 
seriously considering the abolition after 
the war of what sociologists call “‘pre- 
ventable poverty.” It believes the Min- 
istry is undivided on this matter and 
that certain very prominent men are fa- 
voring “ways and means to bring about 
a system of state control or guidance of 
the distribution of wealth.” 

If all this means that the still highly 
individualized and privately managed 
production of the United States is to be 
forced after the war to compete in the 
world’s markets (and even in our own) 
with European production under gov- 
ernment management, the problems 
ahead of us are larger than perhaps we 
commonly anticipate. We believe some 
of our industrial and financial leaders 
long ago saw all the possibilities of the 
situation, and that in encouraging an 
agitation for industrial preparedness 
they had in mind preparedness not for a 
war of shells, but a war of economic pro- 
duction, with Europe resorting to meth- 
ods which were not dreamed of a few 
years ago and which make it needful that 
the efforts of American enterprise to 
overcome this novel condition shall not 
be hampered and harassed by the short- 
sighted theories which inspired the 
Sherman law. Our chief producing in- 
terests will have to have liberty of com- 
bination, and they will have to have 
more labor, cheaper labor. The liberty 
of combination they must look to Con- 
gress to give them, and for relief from 
rising labor costs they must look to a 
renewal of immigration. Their hope of 
the latter rests on the knowledge that 
the places of millions of European work- 
ing men drafted for military service 
have been taken in field and factories by 
women and European after-war condi- 
tions will be so burdensome that there 

































will almost certainly be a large emigra- 
tion to America unless the European 
governments interfere. 


a 


Machinations of the Money 
Power 


HIS paragraph is from a recent is- 
sue of “The Statist,’ London: 
“Every government desires to main- 
tain active trade conditions, not only be- 
cause active trade helps to make it popu- 
lar, but also because activity of trade is 
of benefit to the country, and with a 
presidential election coming on it is ob- 
vious that the present American Gov- 
ernment will do all that it can do rea- 
sonably to maintain active trade condi- 
tions, and if necessary, will set free the 
cash that is accumulating and is unused 
in the Federal Reserve Banks.” 
Plainly this is an attempt of an or- 
gan of the British moneyed aristocracy 
to discredit the Federal Reserve Act. 
Who but an agent of the money power 
could ever have imagined that the cash 
accumulated in the Federal Reserve 
Banks is to be used in bolstering up the 
fortunes of a political party? 


& 


Labor Our Most Complicated 
Problem 


HE Mechanics and Metals National 

Bank of New York is sending a 
letter to its correspondents throughout 
the United States calling their attention 
to the graveness of the labor situation 
and asking for an expression of opinion 
on the immediate prospect. The letter 
reads in part as follows: 


Last March, when sending you a report of our 
condition, we took occasion to direct notice to 
the shortage of labor throughout the country, and 
to the many claims that were pressing, or were 
impending, for higher pay. Since March, the 
labor situation has developed so many individual 
crises that it has become unmistakably the most 
important subject of the day, as affecting the 
trade and commerce of the country. One after 
another disputes have arisen between employers 
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and employed; in the great majority of cases 
these have resulted in wage advances or their 
equivalent, 

The unusual circumstances of the time have 
made it seem advisable to accede to labor its 
demands, and wages are now on a higher plane 
than they have ever been before. No more com- 
plicated problem, however, confronts the Amer 
ican people today than that which deals with our 
industrial position when Europe’s war ends. And 
nothing more complicates the problem than the 
constant striving of American labor to produce 
less and earn more, at the very time that Euro 
pean labor is learning how to increase its pro- 
duction and do with very much less, 

Money conditions continue easy, and we are 
inclined to the opinion that there can be no notable 
advance in rates so long as gold pours into the 
United States from Europe. For twenty weeks 
past, gold has been sent hither from abroad at 
an_average rate of $15,000,060 weekly. 

May we not have from you a word expressing 
your opinion on the immediate prospect, financial 
and industrial ? 


& 


Directors’ Fees 


HE Comptroller of the Currency 
has made public the following 
statement regarding the fees paid by 
national banks to their directors, as 
shown by the reports on this subject to 
the comptroller’s office in the year 1915. 
The figures given include reports 
from about 7,500 out of 7,600 national 
banks. About one-half of these national 
banks (principally the country banks) 
advise that they pay no fees to direct- 
ors. Reports from the other half, or, 
say, 3,708 banks, show the following 
fees paid each director per meeting at- 
tended: 


Banks paying directors’ fees of less 
than $1 (all being country banks).... 34 


One dollar but less than $2............ 681 
BIE ieee cea ccvesrenees 1,179 
Three dollars but less than $5........ 402 
Pee Me cccecieaucascueuedesedes 997 
More than $5 but less than $10........ 51 
PE, Wakwesin46b004555%4 5 d00se9 268 
ET iii a hee ko ee aden deen ee ioeen 96 

3,708 


There were only 43 banks in the re- 
serve and central reserve cities which 
reported paying their directors less than 
$5.00 per meeting, and of the 96 banks 
paying more than $10.00 per meeting, 
18 were located in central reserve cities, 
8 in other reserve cities, and 70 were 
country banks. 
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A. I. B. In Annual Convention 





ORE than 500 delegates from 

M all over the country attended 

last month the annual conven- 

tion of the American Institute of Bank- 

ing held at Cincinnati on September 20, 

21 and 22. The following officers were 
elected: 

President, E. G. MeWilliam, 
Angeles, Cal.; vice-president, H. J. 
Proctor, Richmond, Va.; executive 
council members, William A. Nichert, 
Philadelphia; C. A. Cheney, Kansas 
City; Rattray, Buffalo, and 
George F. Kane, Hartford, Conn. 

The delegates were welcomed by 
Mayor George Puchta. 

The Mayor praised the bank men for 
the virtues for which they were noted, 
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E. G. McWiii1am 


PRESIDENT AMERICAN INSTITUTE OF RANKING 
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those of intelligence, integrity, reliabil- 
ity, and read an “‘ode to the reliable 
man,” He declared that many officers 
of Cincinnati banks had risen from the 
ranks. He informed the delegates that 
the city was theirs during their stay 
there. 

T. J. Davis, president of the Cincin- 
nati Clearing House Association, wel- 
comed the delegates on behalf of the 
banks of Cincinnati. 

He paid tribute to the Institute for 
what it has accomplished in fixing in 
the public mind that banking is a dis- 
tinctive profession, acquired as law and 
medicine and the other learned profes- 
sions are, by study and experience. 

Replying to the address of welcome 
for the Institute, H. J. Dreher, New 
York City, told of the great pioneer 
activities in banking that now con- 
fronted the American banker. He de- 
clared that bankers imbued with Ameri- 
can traditions and ideals must stand 
forth, and give all that there is in them 
for the advancement of America in the 
outposts of civilization. 

Mr. Dreher, in telling of the new 
financial importance of America in the 
world, said that in 1914 England’s 
wealth was estimated at $88,000,000, 
while today America’s wealth is esti- 
mated at $200,000,000. 


& 


CHANGED CONDITIONS IN 
BANKING 


HE new field which has opened up 

for American banking, the changed 
conditions in the profession, and the 
broader requirements necessary for 
success as a banker were eloquently 
portrayed to the delegates by John J. 
Arnold, vice-president First National 
Bank, Chicago. Mr. Arnold, who is a 
charter member of the first chapter of 
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the Institute formed in America, took 
for his topic “The Banker of Tomor- 
row.” 

He emphasized that the character of 
the American banker has changed from 
that of a local money lender to a finan- 
cier of constructive work throughout the 
world. He said the great war has 
brought the fact that America has be- 
come a world financial power sharply 
before the public. These changed con- 
ditions require broader vision, wider 
knowledge and a deeper understanding 
of the laws of international banking 
than has heretofore been required of 
the banker. 

President Robert H. Bean, Portland, 
Maine, presented his annual report and 
that of the Executive Council, telling of 
the work of the institution for the year. 
He said the results attained have proved 
the value of the institute’s work. He 
reported that the Institute now has 69 
city chapters with a membership of 
15,644 and a correspondence chapter 
with a membership of 2,452, a total of 
18,096. There are 1,940 men now hold- 
ing certificates of graduation from the 
Institute. A tribute to George E. 
Allen, educational director, contained in 
Mr. Bean’s report, brought a rousing 
demonstration to the veteran of the In- 
stitute. 

J. H. Daggett, vice-chairman, re- 
ported the recommendation of the Ex- 
ecutive Council that the by-laws be 
changed to reduce the members of the 
Executive Council from 15 to 9, to be 
composed of the president, vice-presi- 
dent, retiring president, ex-officio, and 
six members, two to be elected each 
year for three-year terms. 


& 
BANQUET THE CLIMAX 


HE dinner was the climax of the 

convention. Some 750 Institute 
members and guests were in attendance, 
and a royal spirit of fellowship was de- 
veloped. The dinner was the occasion 
of a fine tribute to George E. Allen, 
the veteran educational director. On 
behalf of the older members of the In- 


stitute he was presented with a hand- 
some silver service of 240 pieces. The 
presentation was made by Mr. Wills. 

Casper H. Rowe, vice-president of 
the Market National Bank, presided as 
toastmaster. 

L. F. Kiesewetter, vice-president, 
Bank of New York, N. B. A., in a witty 
and entertaining address, told what 
manner of man a banker should be. 
Personality, integrity, vision, energy 
and the other virtues were portrayed as 
essentials with a good layer of common 
sense, 

Equally as entertaining was the talk 
of F. W. Ellsworth, secretary of the 
Guaranty Trust Company, New York, 
who told how and why the Institute has 
made good. About 1,500 Institute men 
have become bank officers, and when 
the new Federal reserve law was put 
into operation the commission formed 
to work out its practical inauguration 
was composed entirely of Institute 
graduates. 

Mr. Ellsworth declared the Institute 
has stood for the making of men and 
has made good. 

D. C. Wills, Federal Reserve Agent 
of the Cleveland district, declared that 
the success of the Federal reserve bank- 
ing system has been the triumph of 
theory. Mr. Wills paid his compli- 
ments to those bankers who have been 
predicting failure and disaster for the 
system: 

“There have been those who believed 
that conditions usually did not reflect 
theories,” said Mr. Wills, “and insisted 
on conducting their affairs, not accord- 
ing to fundamentals or underlying prin- 
ciples, but according to the promise of 
immediate gain or other consideration 
which satisfied their practical instincts. 
Oftentimes they used what has been 
called ‘horse sense.’ But in this auto- 
mobile age horse stuff has lost its pre- 
mium. 

“There are bankers today, not a ma- 
jority of the bankers in the country, but 
a group of so-called ‘practical’ bankers 
who can see little good in the Federal 
reserve law, and are predicting all sorts 
of untoward occurrences as a result of 
its enactment and operation.” 
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DEBATE HELD 


HE debate on the closing of open 
accounts of over 30 days by ac- 
ceptance being an improvement over 
open book accounts was won by the 
Syracuse Chapter, which took the af- 
firmative. They were awarded the sil- 
ver cup for one year. William A. 
Boyd, Albert B. Merrill and Arthur A. 
White composed the winning team. 
Chattanooga’s representatives were G. 
A. Rice, J. H. MacDowell and N. J. 
Simmons. The judges were Frederick 
Hertenstein, Kenneth Hooker and Prof. 
Hicks, all of Cincinnati. Carl H. 
Chaffe, Philadelphia, presided. 
Another interesting feature of the 
convention was a symposium on thrift. 
Chairman McWilliam pointed out that 
thrift was a vital factor in the nation’s 
preparedness. The talks were devoted 
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to the work being done by the Institute 
in spreading the gospel of thrift, and to 
the benefits of cultivating the saving 
habit in people to themselves, the com- 
munity and the banks. 

Those taking part in the symposium 
were H. E. Reed, Pittsburgh; T. H. 
West, Portland, Ore.; John S. Curran, 
San Francisco; Stuart Beckley, Dallas, 
Texas, who read a paper prepared by 
M. B. Keith, Dallas, Texas, and Milton 
W. Harrison, secretary of the savings 
bank section, American Bankers’ Asso- 
ciation. 

The big feature of the program was 
an address by Paul W. Warburg, vice- 
governor Federal Reserve Board, Wash- 
ington. Mr. Warburg’s talk was on 
“The Reserve Problem and Future of 
the Federal Reserve System.” Many 
of the city’s leading financial and busi- 
ness men attended the address. 


New York’s 


Oldest Bank 





N 1784 the Bank of New York was 

organized for business under arti- 

cles of association drawn up by 
Alexander Hamilton. It was the sec- 
ond bank to be organized in the United 
States. 

The moving spirit in the Bank of 
New York was Alexander Hamilton. 
He drafted its constitution and con- 
trolled its policy, though holding no 
other official position than that of a 
director, Aaron Burr, his political 
rival was a stockholder in the bank. 
General Andrew McDougall was the 
first president and William Seton the 
first cashier. 

In 1865 the Bank of New York took 
out a national bank charter, merely 
adding the words “National Banking 
Association” to its name, thus preserv- 
ing its old title, but indicating the fact 


that henceforth it was to be a national 
institution. Since 1797 the bank has 
occupied its present location at 48 Wall 
street. The building which it now oc- 
cupies was erected in 1857 and was 
enlarged in 1879. 

In view of the present magnitude of 
foreign trade, it is interesting to note 
that the Bank of New York was among 
the first of the American banks to 
create a fully equipped foreign depart- 
ment. Fifty years ago this bank began 
building up its connections with foreign 
banks and bankers in all parts of the 
world. Today these early connections 
have ripened into friendly associations 
extending over half a century and for 
this reason the bank’s foreign depart- 
ment is splendidly equipped to meet 
and solve the foreign exchange prob- 
lems of its clients—problems which, on 
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account of the peculiar conditions aris- 
ing from the world war, have never 
been more difficult of solution than at 
present. 

The Bank of New York, in addition 
to its other connections of importance, 
is the attorney in the United States for 
The British Bank of South America, 
Ltd., The London and Liverpool Bank 
of Commerce, Ltd., and Messrs. Fruh- 
ling & Goschen of London. This 
unique connection carries with it the 
privilege of issuing letters of credit for 
account of the foreign bankers and is 
one not enjoyed by any other bank in 
the country. 

The Bank of New York, N. B. A., is 
not only an historic institution in which 
the people of New York take a just 
pride; it is a bank which, while rich in 
the traditions of the past, is also keenly 
alive to the needs of the present. It is 
a progressive modern institution backed 
by the experience of one hundred and 
thirty-two years. 

The officers of the bank are the fol- 
lowing: Herbert L. Griggs, President ; 
Charles Olney and L. F. Kiesewetter, 
Vice-presidents; Joseph Andrews, 
Cashier; Clifford P. Hunt, F. A. Kling- 
smith and Robert E. Miller, Assistant 
Cashiers. 

A list of the directors with their bus- 
iness connections follows: Herbert L. 
Griggs, President; James Brown 
(Brown Brothers & Co.), banker; Wil- 
liam Sloane Coffin (W. & J. Sloane), 
carpets; Henry D. Cooper (James F. 
White & Co.), linens and jute; Philip 
T. Dodge (President Mergenthaler 
Linotype Co.); Robert C. Hill (Ma- 


deira Hill & Co.), coal; Eustis L. Hop- 
kins (Bliss, Fabyan & Co.), cotton 
goods; Samuel T. Hubbard (Hubbard 
Bros. & Co.), cotton; Charles D. 
Leverich, New York; William J. 
Matheson, New York; Ogden Mills, 
New York; Charles Olney, Vice-presi- 
dent; Anton A. Raven (Chairman At- 
lantic Mutual Ins. Co.), New York; 
George L. Rives, lawyer, New York; 
Henry C. Swords (President Fulton 
Trust Co., New York). 

At the last comptroller’s call, Sep- 
tember 12, 1916, the Bank of New 
York made the following statement of 
condition: 


RESOURCES. 


Loans an investments........$32,245,720.89 
United States bonds to secure 
circulation 800,000.00 
Due from banks and bankers.. 1,602,649.96 
Customers’ liability on letters 
of credit and acceptances... 17,535,556.88 
Exchanges for clearing house 22,787,182.70 
Due from Federal Reserve 
2,338,384.31 
3,938,611.82 


$71,248,106.56 
LIABILITIES. 


Capital $2,000,000.00 
Surplus and undivided profits 4,923,982.10 
Circulation 784,187.50 
Letters of credit and accept- 
ances 7,690,920.74 
Deposits: 
Individuals ...$29,595,139.21 
Banks and 
bankers ..... 11,161,236.59 
Certified checks 13,702,076.60 
Cashier’s checks 
outstanding.. 1,390,563.82 
a 55,849,016.22 


$71,248,106.56 
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Book Reviews 





INTERNATIONAL Finance. By Hartley 
Withers. New York: E. P. Dutton 
& Co. (Price $1.25 net.) 

ITH the growing interest in in- 

ternational finance being shown 
in this country, Mr. Withers’ book 
should prove interesting to American 
bankers. Its author is a man of wide 
experience and repute in the field he ex- 
plores in this volume. For some time 
he was an expert adviser to the British 

Treasury, and more recently editor of 

the London “Economist.” He is a well- 

known and able writer on financial sub- 
jects. 

“International Finance” describes the 
methods and the machinery of money- 
lending between countries and shows the 
functions of international fi- 
nance. The book has been prefaced es- 
pecially by Mr. Withers for American 
readers. 


various 


PrincipLes or AccountiING. By Ste- 
phen Gilman, B.S. Chicago: La 
Salle Extension University. 

HE many excellent books that have 

summed up this large and impor- 
tant subject have been useful to the 
mature accountant for reference, but 
have generally been impenetrable to the 
novice. In spite of laborious reading 
he cannot see why certain accounts 
should be debited on certain occasions— 
his perverse instinct tells him they 
should be credited, and nowhere ean he 
find the mystery explained. This is sim- 
ply because he has never had the funda- 
mental conception of the science ex- 
plained to him with the convincing clear- 
ness that only a master teacher can em- 
ploy. 

This adds interest to the announce- 
ment of a new text which seems destined 
to hit the nail on the head. It has been 
prepared by Stephen Gilman, B.S., a 
taan who has already put the stamp of 
his acute mind on many departments of 
business and science. For several years 
he was manager of the credit depart- 
ment of the Tennessee Coal, Iron & 
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Railroad Co., a position which involved 
the closest analytical study of the ac- 
counting, cost-finding, and _ efficiency 
methods of many widely divergent kinds 
of business. In addition, Mr. Gilman 
has made a distinguished position for 
himself as a teacher of accountants— 
a work in which he has been so success- 
ful that he now devotes his entire time 
to the educational field. 

The new book, “Principles of Ac- 
counting,” is the result of long and care- 
ful work. In addition to the exposition 
there are extensive illustrations based 
on actual practice. A strikingly attrac- 
tive device is the use of diagrams and 
charts showing the relation of various 
accounts to each other, the organization 
of business, ete. At the end of each 
chapter is a series of questions by which 
the student can quickly test his under- 
standing and retention of the material 
just studied. 

Teachers will be especially attracted 
by the author’s thoroughly modern point 
of view. Without any suspicion of bom- 
bast he makes the student feel that ac- 
counting has become a great and dis- 
tinguished profession. It has in fact 
developed from mere bookkeeping to a 
commanding position in the business 
world. The vast schemes of modern in- 
dustry and finance await the approval of 
the accountant before they are set in 
motion. By this expert opinion they 
stand or fall. No smaller conception 
of the science of accounting than this 
deserves to be presented to the student 
of to-day. 


1 


Tue Farm MortGace Hanpsook. By 
Kingman Nott Robins. New York: 
Doubleday, Page & Co. (Price $1.) 


THs compilation of facts regarding 

the methods by which the farmers 
of the United States and Canada are. 
financed is especially intended for in- 
vestors seeking investments in farm 
mortgages. Mr. Robins, the author, is, 
treasurer of the Associated Mortgage 
Investors and vice-president of the Farm 











Mortgage Bankers Association of Amer- 
ica. His dealing with the qualities of 
the farm mortgage as an investment is 
of very great interest and value, and 
the same may be said of the summary 
given of experiences in the farm mort- 
gage business in other days—experi- 
ences which many people seem either to 
have forgotten or never to have heard of. 
In studying the new rural credits leg- 
islation a book of this kind will be help- 
ful as a guide, 


aND Crepits—A PLEA For THE AMER- 
1cAN Farmer. By Dick T. Morgan. 
New York: Thomas Y. Crowell Co. 
(Price $1.50 net.) 

NACTMENT of the rural credits 

law by the Congress now in session 
will undoubtedly stimulate the study of 
land credits. The book by Mr. Morgan 
will prove of great help in the investi- 
gation of this important subject, for 
it represents an immense amount of 
painstaking labor, resulting in bringing 
together a great deal of valuable mate- 
rial relating to this important subject. 
The principles which the author believes 
fundamental in regard to. this subject 
are clearly stated and supported by able 
arguments and facts brought together 
from the experiences of rural credit in- 
stitutions in Europe. His arguments 
against a multiplicity of bond-issuing 
banks seems not only sound, but over- 
whelmingly convincing. Such centrali- 
zation would bring about the very thing 
most desired in improving the character 
of farm loan investments, because it 
would give a uniform quality to the 
bonds and would standardize the busi- 
ness methods and appraisements and 
other regulations in regard to the se- 
curity underlying the bonds. While this 
important principle was disregarded in 
the recent law, in practice a certain 
legree of uniformity may be reached, 
but it will be through a cumbersome and 
xpensive system. 

Mr. Morgan has represented an Okla- 
oma district in Congress for several 
erms, and is a diligent student of pub- 
ie questions. His book on Land Credits 
s a statesmanlike discussion of a prob- 
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lem of great concern, not alone to the 
farmers, but to all others, for agricul- 
ture, being one of the greatest of our 
basic industries, its prosperity is vital 
to the country’s welfare. 


Ww 


Economics or Wortp Trape. By O. P. 
Austin. New York: Business Train- 
ing Corporation. 


HIS is the first of a series of texts 
for a course in foreign trade, is- 
sued under the direction of Dr. Edward 
Ewing Pratt, Chief of the Bureau of 
Foreign and Domestic Commerce of the 
United States Department of Com- 
merce. The volume contains an “Intro- 
duction to the Course in Foreign Trade,” 
written by Dr. Pratt, which discusses 
the various factors that make foreign 
trade a dominant ‘factor in American 
commercial prosperity. Dr. Pratt traces 
the development of the United States 
from the time when we were a commer- 
cially provincial nation down to the 
present, when we have assumed the ex- 
port leadership of the world. The sig- 
nificant increase in the proportion of our 
manufactured to our raw materials and 
footstuffs exports is graphically brought 
out. 

“Will we and can we retain this in- 
creased trade?” is a question which Dr. 
Pratt both asks and answers. The level 
of costs after the war, the factors of 
commercial good-will, capital require- 
ments and supply, and labor conditions 
in Europe after the war, as they bear 
on our future export trade, are also dis- 
cussed. 

As a means of holding our foreign 
trade, Dr. Pratt lays special emphasis 
on the lack of men with proper train- 
ing. In other words, our boasted educa- 
tional system has failed in providing for 
one of our most obvious needs. 

Following the introduction is the first 
text, which is written by O. P. Austin, 
statistician of the National City Bank, 
and formerly Chief of the Bureau of 
Manufactures of the United States Gov- 
ernment. This part of the volume sets 
forth the underlying factors which con- 
trol the world currents of foreign trade. 
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The Old Banker Speaks 


What has become of the old counting houses— 
Those grim and grimy banking parlors 
That were the terror and the delight of my childhood? 


How well I remember when I was a small lad 
Being allowed to spend all day at my father’s. 
How terrifying and yet how fascinating it was! 
What romantic possibilities lurked 

Behind those darkened nooks and corners! 


How I gazed in awe at that strange assortment 
Of shabbily dressed clerks that sat 

On enormously high stools 

Laboriously writing with pens that squeaked 
And sent the cold chills down my spine. 


Why was it that when my father left 
They all suddenly stopped writing, 
Exchanged sly winks 

And made strange remarks 

About the “young ’un” and the “old boy”? 


And there was the old clock overhead 
That ticked away the hours solemnly, 
As though it recognized the dignity 

Of its duties. 

Now and then one of the clerks would 
Glance at it, yawn, stretch and go on 
Adding those endless columns of figures. 


And then when five o’clock stole around, 
With what unwonted ardour they 

Closed the big ledgers, put away the pens 
And hurried away, whistling. 


Finally, my father came from that 

Mysterious little room 

Where he had been sitting all day 

Doing I know not what. 

Together we went out into the lamp-lighted streets 
And went home—wild adventure—in a horse car. 


Many a night thereafter I dreamed 
Strange wonderful dreams—and the fascination 
Of it all never left me. 


But, alas, those days are gone. One by one 
The old familiar landmarks have been 
Replaced with marble palaces, glittering 
In their splendor. 


But the romance of the old counting house 
Will never die: and the wonder of it 
Still dwells in my heart. K. F. W. 
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Modern Financial Institutions and Their 
Equipment 
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NEW HOME OF THE CENTRAL STATE BANK OF 
JACKSON, MICHIGAN 


Michigan Bank in New Home 


HE Central State Bank of Jack- 

son, Mich., has moved into its 

new banking home, which is a 
modern, fireproof structure and the tall- 
«st business block in Jackson. 

The entire first floor of the building is 
devoted to the bank’s offices and contains 
every facility for meeting the needs of 
Jackson’s banking public. The floor 
space devoted to banking purposes is 40 
feet wide by 64 feet long. 

Among the features of the bank is its 
plendid vault equipment. In this vault 
re located four hundred safe deposit 

boxes for the use of the bank’s patrons 
1 connection with which there are two 


light, airy coupon booths for the exam- 
ination of papers and documents. 

Another feature of the bank’s equip- 
ment and one which will be highly ap- 
preciated by its patrons, is the mezza- 
nine, located at the south end of the 
office space, which has a well-appointed, 
comfortable directors’ room, which is 
finished in solid mahogany. 

The interior finish of the offices 
throughout is of a dignified restful char- 
acter that adds both to the comfort of 
the patrons in the transaction of their 
banking business, and to the efficiency 
of the bank’s organization. The equip- 
ment throughout has been designed with 
an idea of furnishing the highest type 
of service, and every provision has been 
made for the comfort of clients and for 
the smooth operation of banking trans- 
actions. 

At the front of the lobby there is a 
ladies’ rest room which is tastefully dec- 
orated and comfortably furnished. In 
addition to this there is located behind 
the cashier’s room a private consultation 
room that is at all times available to 
clients of the bank. The entire bank- 
ing quarters are finished in English vein 
marble and solid mahogany. 


& 
HISTORY OF THE BANK 


HE Central State Bank was organ- 

ized in 1908 with original deposits 

of $28,000, which have increased to over 

$1,175,000 at the present time. New 

accounts are being opened at the rate of 
about 150 a month. 

The original board of directors con- 
sisted of the following: H. R. Page, 
president; F. E. Palmer, vice-president ; 
Hugo C. Loeser, vice-president ; Richard 
Price, W. W. Wright, L. R. Welcome, 
W. H. Joyce, Thomas B. Taylor. Upon 











VICE- 
W. E. Buiiarp 
CASHIER 






the death of Mr. Joyce the vacancy thus 
made was filled by the election of Jos. 
W. Marks, who has served on the board 
since that time. 

The fact that there has been only one 
change in the directorate in the eight 
years of the bank’s existence is an am- 
ple indication of the conservativeness of 
its management. 
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F. E. Parmer 
PRESIDENT 









L. A. Worcu 


ASSISTANT CASHIER 


Charles J. Higgins was the first cash- 
ier elected by the board in 1908 and 
served until April, 1911, when he left 
to take up the cashiership of a new 


bank at Detroit, Mich. W. E. Bullard, 


formerly with the People’s State Bank 
of Detroit, was elected to succeed Mr. 
Higgins, and has been in active man- 
agement ever since. 





MAIN RANKING ROOM, CENTRAL STATE BANK, JACESON, MICH. 
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VIEW OF MAIN BANKING ROOM SHOWING LADIES’ ROOM ON THE LEFT 


CENTRAL STATE BANK, JACKSON, MICH, 


The total deposits of the bank at the 
time Mr. Bullard took charge were 
$449,701.20, and since then they have 
been increasing as follows: 


WUE EE bdo ios ack devas ee $557,810.99 
PL OS eer eee 587,514.35 
RE EE 2 bd esac score seae 578,286.57 
SS errr 545,647.99 
SS ee 602,214.48 
ge a! 746,961.45 
OE Meee 867,718.86 
IEE Wika citavncnncsevads 1,175,806.99 


Louis A. Worch, formerly city treas- 
urer, was elected assistant cashier in 
i908. Mr. Worch is very popular 
among Jackson business men and his 
wide acquaintance and friendships have 
been of no little value to the bank. 

The official roster now includes the 
following: H. R. Page, president; F. E. 
Palmer and Hugo C. Loeser, vice-presi- 
dents; W. E. Bullard, cashier; L. A. 


Worch, assistant cashier. 


my 


Would Eliminate Over-draft Evil 


> E. CROOKS, cashier of the State 

Bank of Goldendale, Wash., 
is opposed strenuously to overdrafts, 
and told at a_ recent meeting of 
the state association of the seem- 
ing necessity of being lenient to 
some well known patrons of the bank. 
Country banks, said Mr. Crooks, have 
the hardest problem in that the cashier 
knows most of his patrons and fears to 


displease them when they have mis- 
judged the amounts of money to their 
credit. Good customers going to other 
banks on account of a strict enforce- 
ment of this overdraft rule is another 
obstacle mentioned. The remedy, ac- 
cording to Mr. Crooks, is the complete 
co-operation of all of the bankers in an 
attempt to really enforce a stringent 
overdraft law. 





International Banking and: Finance 





Strength of British Banking 


XPLAINING the policies upon 
which the British banks have 
grown strong, the London “Stat- 

ist” says: 

“The great strength of British banks 
comes, in the first place, from the im- 
plicit confidence they command both at 
home and abroad, and to their proved 
ability to repay whatever sums of money 
their depositors need, whether in periods 
of political stress or in times of financial 
strain. In no other country in the world 
have bank depositors for over a century 
been so absolutely sure of their ability 
to withdraw their balances in order to 
make either foreign or home payments, 
and in no country have bank depositors 
had anything like the same knowledge 
as they have had in this country that 
bankers’ funds were not locked up in ad- 
vances that could not be called in or had 
become fixed in any other way. British 
banks, above all things, have kept their 
deposits safe and their assets liquid. 

“The second cause of the strength of 
British banking is the absence in this 
country of those great oscillations in 
trade that visit other nations, and which 
are apt suddenly to plunge them from 
a pinnacle of trade activity into an abyss 
of trade depression. In no small meas- 
ure these great oscillations in other 
countries arise from the action of for- 
eign bankers in lending with the utmost 
freedom when the sky is clear, but be- 
coming nervous and anxious when con- 
ditions change. The policy of British 
bankers, in using their funds almost en- 
tirely to finance current trade and com- 
merce, so that their money, automatic- 
ally returns to them, preserves them 
from any feelings of anxiety. More- 
over, in periods of active trade, coun- 
tries other than France borrow substan- 
tial sums of money from other coun- 
tries, more especially from Great Brit- 


ain, and invariably trade beyond their 
resources; whereas the British people 
in periods of active trade live much 
more within their incomes than at other 
times, and lend abroad large sums of 
money at relatively high rates of inter- 
est. Consequently, when trade con- 
tracts, the mere stoppage of loans 
abroad causes money to accumulate rap- 
idly in the hands of British bankers, 
so that when money and capital are 
searce abroad they are plentiful in Eng- 


land.” 
& 


The Russian Market; Its 
Possibilities and Problems 


ee THAT Russia and the United 

States are economic supplements 
and that there was a noticeable tend- 
ency towards the development of recip- 
rocal trade relationship prior to the war 
in spite of the lack of direct trade fa- 
cilities” are statements made in the bul- 
letin, “The Russian Market; Its Possi- 
bilities and Problems,” which has been 
issued by the American-Russian Cham- 
ber of Commerce, 60 Broadway, New 
York. 

“To secure a permanent footheld in 
the Russian market, it is essential that 
many American firms should create com- 
panies in Russia for the purpose of de- 
veloping Russian business enterprises, 
and a knowledge of Russian incorpora- 
tion law is necessary. Special atten- 
tion is devoted in this booklet there- 
fore to the methods of establishing in- 
corporations in Russia, and it is pointed 
out that there has been a remarkable 
development in the joint stock compa- 
nies operating in Russian business. In 
1913, 240 joint stock companies were 
organized in Russia with a capital of 
$205,000,000. Among these companies 
were twenty-one foreign companies 
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supported by English, French, Belgian 
and German capital. These companies 
had a capital of $18,000,000. It is evi- 
dent that it is possible to organize for- 
eign companies under Russian incor- 
poration laws at the present time. Fur- 
thermore, the Russian business inter- 
ests realize the necessity of changing 
Russian incorporation laws, and as the 
Russian Minister of Commerce, Prince 
W. N. Schachowskoy, said in his speech 
in the Imperial Duma in April, 1916: 
‘We are now reviewing all our incor- 
poration laws. The new law will be 
based on the principle of registration 
instead of the now existing principle of 
special permission., We will as far as 
possible welcome foreign capital nec- 
essary for our development.’ 
“Representatives of American busi- 
ness can enter the Russian market in 
two ways: First, by establishing com- 


panies in the United States for the pur- 
pose of doing business in Russia, and 
second, by organizing companies in Rus- 
sia. In each case, it is necessary for 
the companies to secure special permis- 


sion governing the incorporation of the 
company by action of the Imperial Gov- 
ernment. 

“Few American firms realize the ex- 
tent to which the Russian banking sys- 
tem has developed. During the last 
fifty years the commercial joint stock 
banks in Russia have increased from 
one to fifty, and their capital has in- 
creased from two million to six hundred 
and thirty-two million dollars, and their 
deposits from seven hundred million to 
one billion four hundred and sixty-five 
million. On January 1, 1915, the de- 
posits in the commercial joint stock 
banks were 13.2 per cent. greater than 
in 1914. Branches of the leading com- 
mercial joint stock banks are found in 
every Russian industrial center and can 
furnish complete information in regard 
to the credit and standing of business 


houses. 
& 
Copenhagen Banks 


HE reports of the banks in Copen- 
hagen, made public July 1, 1916, 
show a most satisfactory condition; in 
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such favorable 
to the public. 


fact, never before have 
statements been given 
The combined. balances of the banks 
amount to $468,000,000. The increase 
in the balances gives a large amount of 
new capital for business purposes. 
Since the beginning of the war the de- 
posits of the banks have been increas- 
ing. The National Bank, which issues 
the paper currency of the Kingdom and 
holds the gold reserve as a redemption 
fund, reports as having gold coin on 
hand to the amount of $40,000,000. 

The wants of Denmark are no longer 
credits or money, but merchandise. To 
stimulate commerce and increase trade 
the National Bank is temporarily re- 
lieved from its obligation to purchase 
gold bars and foreign coin at the fixed 
rate per ounce as existing in all the 
gold-standard nations of the world. 

This move is a novelty in financial 
circles, but it is hoped that it will com- 
pel debtor nations to send goods instead 
of gold to pay for Danish merchandise 
and bring about normal rates of ex- 
change. The Kingdom is experiment- 
ing with this new idea, following in the 
footsteps’ of the other Scandinavian 
countries. It is a return to “barter and 
sale.” The law releasing the National 
Bank of Denmark from its obligation to 
purchase gold bars and foreign coin at 
a fixed price is only temporary and is a 
war measure. 
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Mexico and the United States 


T° what degree the, future hope of 

Mexico lies with the United States 
is disclosed in a booklet published by 
the Mechanics and Metals National 
Bank of New York City. Described as 
a land of vast opportunity, whose fu- 
ture has not necessarily been jeopar- 
dized by the revolutionary conditions 
prevailing over the past five years, 
Mexico has been made the subject of a 
special study of this bank, which main- 
tains, in an introductory chapter of the 
new booklet, that despite all its bound- 
less resources and its possibility of de- 
velopment, Mexico’s financial and in- 
dustrial hope lies unequivocally in the 
support of this country. 

Instead of itself seeking an oppor- 
tunity to exploit the country, as fre- 
quently charged, the Mechanics and 
Metals National Bank indicates that 
American capital will be sought by, 
Mexico presently, for capital is urgent- 
ly required to restore crippled indus- 
tries, rebuilt destroyed railways, and 
give employment to the people. “‘Mex- 
ico,” according to this bank, “can ex- 
pect little material help from Europe, 
which for a long time to come will have 
political and economic problems of its 
own to solve—problems which would 
seem to preclude any active participa- 
tion in the restoration of Mexico.” 

Discussing the problems that con- 
front the republic lying south of the Rio 
Grande, the statement is made that 
these would be deeply discouraging 
“were it not for the country’s riches- 
riches which require peace and a prop- 
erly ruled people for their development. 
Mexico is a land of opportunity, whose 
possibilities stimulate the imagination 
at the same time that existing condi- 
tions appal. With peace and order re- 
stored, and a strong, honorable gov- 
ernment in power, the nation should be 
in a position not only to meet present 
interest obligations, but also to re-estab- 
lish its credit and to again command 
funds from the outside world for its de- 
velopment.” 

In the Mechanics and Metals Na- 
tional Bank’s booklet are chapters cov- 
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ering Mexico's resources, finances, 
trade, currency system, banking system, 
transportation facilities, mining, petro- 
leum and manufacturing industries and 
agriculture. 


& 


Banking Year in the United 
Kingdom 


ESPITE the unprecedented war 

conditions, of which the banks feel 
the full force, the past year has not 
been an unprofitable one for the bank- 
ing community, says the London “Econ- 
omist.”” A very heavy strain has been 
imposed upon them through the great 
reductions in staffs and the large 
amount of extra work entailed by Gov- 
ernment issues, but they have the satis- 
faction of having been of the greatest 
assistance to the Government in main- 
taining the financial stability of the 
country. Not only have they taken 
enormous quantities of treasury bills, 
but they have also contributed greatly 
to the success of loans and bond issues 
by bringing them to the notice of their 
customers. In the autumn, too, the 
banks did a great deal toward the ad- 
justment of the American exchange. It 
is therefore satisfactory to find that in 
spite of the great shrinkage in security 
values the revenue of the banks has 
been well above the normal. Invest- 
ments have had to be written down 
more than usual, of course, but in very 
few instances were dividends reduced. 


& 
The Bank of Queensland 


HE ordinary general meeting of 

shareholders of the Royal Bank 
of Queensland was held at Bris- 
bane April 27. Net profits for the 
half year were £15,359, which added to 
the carry-over from the preceding half 
year gave an available balance of £17,- 
677. After providing for a dividend at 
the rate of five per cent. and making 
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other appropriations, £2,287 was car- 


ried forward. 


& 
Bank of Chosen 


HE thirteenth general 

meeting of shareholders of the 
Bank of Chosen (formerly the Bank of 
Korea) was held at Tokyo February 17. 
For the last half-year net profits were 
yen 447,151, which added to the amount 
brought forward from the preceding 
half-year gives a total of yen 542,808, 
apportioned as follows: 


ordinary 


Yen. 
an- 
300,000.00 
Additional dividend at 1 per cent. 
per annum 
Reserve fund to provide for losses. 
Reserve fund to equalize dividend. 
Bonus and allowances 
Balance carried forward to next 
account 


Dividend at 6 per cent. per 


50,000.00 
50,000.00 

9,500.00 
31,300.00 


102,008.49 


Total 542,808.49 

During the course of the last half- 
year Dr. M. Ichihari, governor of the 
bank, died and was succeeded by K. 
Shoda on December 14. 

A sub-branch was opened in Kai- 
Yuan, Manchuria, on September 20, and 
a new building was constructed for the 
branch at Imabashi, Higashiku, Osaka, 
into which the office was removed De- 
cember 19. 

The Bank of Chosen has its principal 
office at Seoul, Chosen, and performs the 
duty of a central bank. Its paid-up capi- 
tal is yen 10,000,000 and reserve fund 
yen 378,500. Total assets are yen 70,- 
144,220. 


7 


Crisis and Credit in Argentina 


HE “Buenos Aires Herald” trans- 

lates the following editorial in “La 
Prensa” on the financial condition of the 
Argentine Republic: 


Touching on what one is inclined to term Ar- 
gentina’s Siamese twins, in so far as the eco- 
nomic situation is concerned, “La Prensa” very 
truthfully opens a leading article by declaring 
that things are far from bright, and that despite 
the strength and health of this market and eco- 


nomic prospects in general. Analyzing the situa 
tion still Sacthee all idea of a general crisis dis- 
appears, the actual state of affairs being but th: 
aftermath of a speculative era which has not \:t 
quite worked itself off. There are, for instanc 
no complications which are not due to foreign i: 
fluence, no industrial troubles such as would howe 
been difficult to solve, as Europe and Nort! 
America well know. Time will prove the best 
remedy, but “‘La Prensa’? remarks that it ought 
also to be understood that its action must be 
energetically seconded if the present anomalous 
position is not to continue for a longer tim 
than is either convenient or necessary, 

To begin with the national savings, 
total fabulous sums, all idle in the treasuries of 
the banks and earning ridiculously little interest 
cannot find suitable fields for investment, declares 
“La Prensa,” notwithstanding that the bulk ot 
this money was earned but a few years ago in 
property speculation carried to extreme lengths. 
Further, the banks, after fomenting personal credit 
and discounting with liberality, have now swung 
round to the other extreme, reducing credit, 
whether based on industrial or property values, 
to the minimum. As for the attitude of the 
public, “La Prensa” finds it explicable, and in 
accordance with the history of all great crises. 
> is, however, the mission of the banks to exer 

cise a curative action, inasmuch as their duty is 
both social and patriotic. All the great banking 
authorities are agreed that at such times gradual 
selection is the right policy to pursue; in other 
words, credit should be given to the most de- 
serving and the general trend of the market 
followed very closely. To change from unlim- 
ited liberality to extreme caution is not rational, 
even admitting that the banks must exercise care 
and be guided by their past experience. Admit- 
tedly banks are created ~ their shareholders as 
a means of earning dividends, but they are re- 
minded by “La Prensa” that the latter cannot 
be looked for if no business is transacted. In 
short, more liberal treatment is advisable if trade 
in general is to be benefited and the national 
savings used for the general good of the national 
economy. 


which no 


& 


Progress of Japanese Bank 


HE Sumitomo Bank, Ltd., of 
Osaka, Japan, has shown a re- 
markable growth in deposits and loans 
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during the past twenty-five years. On 
December 31, 1895, deposits were yen 
882,000, and on June 30, 1916, they 
had increased to yen 102,240,000. Dur- 
ing the same period loans increased from 
yen 2,142,000 to yen 83,147,000. On 
June 30 last this bank had total assets 
of yen 116,256,920.01. Its net profit 
for the half-year ending June 30 was 
yen 450,329. 

This bank buys, sells and receives for 
collection drafts and telegraphic trans- 
fers; issues commercial and travelers’ 
letters of credit available in all impor- 
tant parts of the world, besides doing a 
general banking business. 


& 


The Bank of North Queens- 
land, Ltd. 


At the fifty-sixth half-yearly meet- 
ing of the shareholders of the 
Bank of North Queensland, Ltd., held 
at Brisbane on July 21, the report for 
the year ending June 30 was read show- 
ing a net profit of £6,520. To this was 
added a balance from last half-year of 
£3,661, making a total of £10,182, 
which was distributed as follows: 


Dividend for the half-year at the rate 
of six per cent per annum 
Queensland dividend tax 
Writing down cost of Sydney premises 5,000 
Balance forward to next half-year.... 63 
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Gold Imports and European 
Bank Holdings 


N a recent week some $10,000,000 of 

gold reached New York from Eng- 
land and Canada. Commenting on these 
imports, the New York “Evening Post” 
brings out some interesting information 
regarding the gold movement to this 
country since the war began and the 
present gold holdings of the leading Eu- 
ropean banks. The common estimate, 
says the “Evening Post,” of the gold 
received from the markets named since 
this year’s movement began in May, is 
$225,000,000. Seeing that $37,000,000 
gold in all was imported in the four 
preceding months, and that substantial 
amounts have arrived on the Pacific 
Coast since then, our gold importation 
for 1916 to date must exceed $300.- 
000,000. Last year up to the end of 
August, it was $212,800,000, which was 
almost exactly twice as great as the 
largest import for the same eight 
months in any previous year. We have 
therefore fixed another “new high rec- 
ord” during the present year to date. 

Large as the gold importations up to 
the close of August were, last year, ar- 
rivals during the balance of the year 
were even greater. In September, $42,- 
000,000 foreign gold was delivered at 
American ports; in October, $79,600,- 
000; in November, $60,900,000; in De- 
cember, $45,400,000. Taking the calen- 
dar year 1915, as a whole, import of 
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gold into the United States was $451,- 
900,000—which was very nearly $300,- 
000,000 above the largest previous im- 
portation in our history, that of 1898. 

Whether the coming autumn months 
will make as remarkable a showing as 
the same months did in 1915, it is im- 
possible to say. The $250,000,000 
British loan has been placed here with 
the purpose of relieving the pressure on 
the exchange market. Yet the last au- 
tumn’s huge gold imports from England 
and Canada came in the face of the ne- 
gotiation of the $500,000,000 Anglo- 
French loan. 

With all these immense shipments 
from Europe to the United States since 
the beginning of 1915, the central bank 
in Germany now holds $62,000,000 
more gold than at that date, and the 
Bank of France holds more by nearly 
$100,000,000. The Dutch Bank has 
added $150,000,000 to its stock of gold; 
the Spanish Bank, $89,000,000; while 
the losses since January 1, 1915, have 
only been $60,000,000 at the Bank of 
England and $7,000,000 at the Bank of 
Russia. 

There is only one possible explana- 
tion for this extraordinary paradox of 
increasing gold reserve in Europe while 
such prodigious exports are being made 
to the United States. It is that the 
gold coin formerly used for ordinary 
payments in the present belligerent 
states has been driven out of circulation 
by the Government hoarding and the pa- 


per money issues, as completely as our 
own gold was driven out in the Civil 
War. 


& 


Russia Abstains From Strong 
Drink 


AVING recently come back from a 

trip to Russia, Mr. Samuel Mc- 
Roberts, vice-president of the National 
City Bank of New York, is in a posi- 
tion to speak from first-hand observa- 
tion of affairs in that country. Of the 
benefits following the stoppage of the 
sale of strong drink in Russia, Mr. 
McRoberts says: 

“In Russia the American traveler is 
brought closer to the enormous signifi- 
cance of a whole nation abstaining from 
strong drink as Russia has done in the 
suppression of the sale of vodka. It is 
a phenomenon of great underlying 
strength in the Russian character, some- 
where. The sale of vodka was a Govy- 
ernment monopoly. The Government 
simply stopped selling it, at first as a 
temporary measure during the mobiliza- 
tion, later as an economic measure for 
the duration of the war. To-day Rus- 
sia in city and country is unanimous 
against a return of its public sale. The 
economic effect of the measure is so 
pronounced one can say without hesita- 
tion that between its influence and that 
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of the enforced general increase of effi- 
ciency in Russian industry everywhere, 
the war will leave Russia positively and 
immediately richer and in a stronger 
economic position than before.” 


7 
Yokohama Specie Bank 


HE Yokohama Specie Bank, at a 

general meeting held in Yokohama 
last month, declared a dividend at the 
rate of twelve per cent. per annum, and 
added 400,000 ven to the surplus, mak- 
ing a total of 20,800,000 ven in reserve 
and 1,437,000 ven carried forward to 
the next half-year. 
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The Mexican Revlew 


NDER date of October, 1916, 
there appears the first number of 
a new publication—‘“The Mexican Re- 
view’ —the purpose of which, according 
to its prospectus, is “the enlightenment 
of the American people in respect to the 
hopes, ambitions, beneficent intentions 
and accomplishments of the constitu- 
tional government of the Republic of 
Mexico. On the front cover of the first 
number appears side by side the por- 
traits of Venustiano Carranza and 
Woodrow Wilson. 
“The Mexican Review” is published 
at Washington, D. C., and George T. 
Weeks is its editor. 


Twenty ‘‘Donts’’? For Bank Customers 


OSEPH A. CARROLL, assistant 

treasurer of The Grand Rapids, 
Michigan, Trust Co., is credited with 
the list of 


which the customer of a bank should not 


following twenty things 


do: 
Don’t cash or endorse checks for strangers. 
Don’t give your bank check to a stranger. 
Don’t leave your check-book 
smooth stranger can steal it. 
Don't date checks ahead. 
Don’t write checks with pencil. 


where the 


Don’t use counter checks. 
Don’t make checks 
“Bearer” or “Payroll.” 


payable to “Cash,” 
Don’t spread the figures out when writing 
a check. 
Don’t let your check go without making 
sure that the amount in figures and writing 
correspond, 


Don’t leave any blank space in the writing 
line. 

Don’t send checks 
through the mail. 

Don’t send out 
tions or erasures. 


endorsed in blank 


checks with any altera- 

Don’t destroy your spoiled checks 
may need them later. 

Don't change the form of your signature 
on your checks. 

Don’t overdraw your bank account. That’s 
borrowing money without the consent of 
the lender. 

Don’t draw checks against your savings 
account or your certificates of deposit. 

Don’t fail to make out your deposit ticket 
before going to the bank. 

Don’t fail to list each check separately and 
with the name of the maker. 

Don't fail to meet your obligations with 
the bank promptly. It boosts your credit. 

Don’t be afraid to confide in your banker. 
He’s your silent partner. 


you 
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EASTERN STATES 
New York City 


—Considerable interest has _ been 
aroused in New York banking circles 
by the announcement of four promo- 
tions in the official family of the Guar- 
anty Trust Company of New York. 
After a meeting of the Exeeutive Com- 
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mittee of the company the new appoint- 
ments were given out as follows: 

William P. Conway, treasurer, has 
been made a vice-president; N. Deve- 
reux Putnam, secretary, has been made 
treasurer; Fred W. Elsworth, publicity 
manager, has been made secretary, and 
R. B. F. Randolph, chief clerk, has been 
made assistant secretary. 

Mr. Conway is one of the youngest 
vice-presidents of a large New York 
financial institution, being just thirty- 
tive years old. He entered the bond de- 
partment of the Guaranty Trust Com- 
pany of New York in 1911. Two years 
later he was elected assistant treasurer 
of the company, and in March, 1916, he 
was made treasurer. 


Mr. Putnam entered the Guaranty 
Trust Company of New York in 1895 
as a messenger. He was later 
ployed in the trust, transfer, registra- 
tion and loan department. In 1910 he 
was elected assistant secretary and in 
March last he was made secretary of 
the company. 

Mr. Ellsworth is one of the best 
known banking publicity men in the 
country. He came to the Guaranty six 
years ago from the First National Bank 
of Chicago, and under his direction the 
publicity and new business department 
has developed from a one-man depart- 
ment to its present large 


em- 


organization. 
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Bonds 
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bond 
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Mr. Randolph has worked his way up 
in the company from his first position 


as messenger in 1905. <A year ago he 


was made assistant chief clerk, and last 
March was promoted to chief clerk. 
All of these men are extremely pop- 


Frep W. Evctswortu 
SECRETARY GUARANTY TRUST COMPANY 
OF NEW YORK 


ular with their fellow workers, and the 
news of their deserved promotion was 
well received. 


Max Markel has been made a vice- 
president of the Chatham and Phenix 
National Bank in charge of the branch 
of the bank at Bowery and Grand 
streets. 


The Mechanics and Metals Na 
tional Bank of New York City has pub- 
lished a booklet analyzing the Clayton 
anti-trust law, as it applies to bank di- 
rectors throughout the United States. 
The “interlocking” provisions of this 
law are to go into effect this month. 
Recently amended by Congress, inter- 
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pretation of these provisions has led to 
a great deal of confusion. The booklet 
of the Mechanics and Metals National 
Bank is designed to inform bankers re- 
garding the exact requirements of the 
law, as it now stands. 


—Andrew Mills, Jr., will remain as 
manager of the bond department of the 


R. B. F. Ranpo.en 


SSISTANT SECRETARY GUARANTY TRUST COMPANY 
OF NEW YORK 


National City Bank, in charge of the 
bank’s investments in securities. The 
distributing end of that department has 
been taken over by the National City 
Company and hereafter will have quar- 
ters on the third floor of the National 
City Bank building, at 55 Wall street. 


Pror. Henry C. Emery 
SPECIAL RUSSIAN REPRESENTATIVE GUARANTY 
TRUST COMPANY OF NEW YORK 


—Professor Henry C. Emery, former 
chairman of the United States Tariff 
Board and for nine years professor of 
political economy at Yale, sailed Sep- 
tember 23 on the St. Paul for Petrograd, 
where he is to represent the Guaranty 
Trust Company of New York in some 
special work, preliminary to an exten- 
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Choosing An Alliance 


Alliances for mutual advantage are as 
inevitable as they are legitimate. 


Banks throughout the country find the 
Liberty a worthy and valuable ally. Our 
policy from the beginning has been one 


of active co-operation with our depositors 


To this policy we attribute in part the rapid 
rise of the Liberty to its present rank among af 
the larger banking institutions of New York. 


The next time you 
are in the city give 
us an opportunity to 
explain in detail our 
methods, and to 
show you our greatly 
enlarged facilities. 


NAT’L BANK 


in the Equitable Bldg. 
120 Broadway, N.Y. 
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sion of that institution’s interests in 
Russia. 

Believing that the outlook for in- 
creased business relations between the 
United States and Russia is very bright, 
and in order to be better prepared to 
help American business men to take ad- 
vantage of the growing opportunities in 
the Czar’s empire, the Guaranty Trust 
Company has commissioned Professor 
Emery to go to Russia to make a thor- 
ough study of industrial and financial 
conditions there. While he will make 
his headquarters at Petrograd, Professor 
Emery will visit all sections of the em- 
pire in the course of his investigations. 

Professor Emery is well known in 
this country and abroad on account of 
his writings on the stock exchange and 
the tariff. His report on “Schedule K,”’ 
the wool tariff, was highly praised by 
President Taft. 


Herbert L. Griggs, president of the 
Bank of New York, National Banking 
Association, has announced the election 
of L. F. Kiesewetter as a vice-president 
of that institution. 

Mr. Kiesewetter was formerly vice- 
president of the Ohio National Bank 
and a director for over ten vears. He 
has had a wide experience in the Ohio 


L. F. Kiesewetrer 
VICE-PRESIDENT THE BANK OF NEW YORK, 
N. B. A., NEW YORK 


National Bank, having first entered its 
employ when it opened as a savings in- 
stitution in 1888, and enjoys a wide ac- 
quaintance in the Middle West. 
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Mr. Kiesewetter is a graduate of the 
Ohio State University and of Harvard 
in the class of 1895. His father, Emil 
Kiesewetter, is president of the Ohio 
National Bank. 


—Two promotions were announced at 
the Guaranty Trust Co. of New York 
on September 20. Arthur B. Hatcher, 
for ten years secretary to Charles H. 
Sabin, president of the company, has 
been appointed Assistant to the Presi- 
dent, and John S. Johnston has been 
moved up into the position made vacant 
by Mr. Hatcher’s promotion. 

Mr. Hatcher is a native of Rennse- 
laer, New York, and after completing 
his education there entered the employ 
of the National Commercial Bank of 
Albany, July 16, 1906, and was short- 
ly promoted to the position of confiden- 
tial messenger for Mr. Sabin, who was 
then vice-president and general man- 
ager of that institution. Mr. Hatcher 
accompanied Mr. Sabin when he came 
to New York in the spring of 1907 


A. B. Hatcuer 


ASSISTANT TO THE PRESIDENT GUARANTY TRUST 
COMPANY OF NEW YORK 


to assume the presidency of the Na- 
tional Copper Bank, and was with him 
when the National Copper Bank was 
absorbed in the Mechanics and Metals 
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National Bank, and on July 1, 1910, he 
came with Mr. Sabin to the Guaranty 
Trust Co. He has a wide acquaintance 
in the financial district, and the news 
of his promotion was well received by 
the many bankers and others who heard 
it. 


—Everett E. Risley, recently ap- 
pointed assistant cashier of the Nation- 
al Bank of Commerce in New York, 


has a wide acquaintance among the 


Kk. E. Risrey 
ASSISTANT CASHIER NATIONAL BANK O} 
COMMERCE IN NEW YORK 


banking fraternity throughout — the 
United States. For several years he has 
been active in the publicity and devel- 
opment work of this bank, and a regu- 
lar attendant at many state bank con- 
ventions in all parts of the country, es- 
pecially in the South and West, and at 
the annual meetings of the A. B. A. 
Mr. Risley graduated from Phillips 
Andover Academy and Williams Col- 
lege, and received an honorary degree 
of Master of Arts from Colgate Uni- 
versity. Prior to his connection with 
the National Bank of Commerce in New 
York he practiced law in Utica, N. Y., 
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his native city, and was Deputy At- 
torney General during the administra- 
tion of Governor Hughes and legal ad- 
vised of various financial departments 
of the State of New York. 


—The Bankers Trust Co. has recent- 
lv issued booklets containing summaries 
and full text of the new Federal Inher- 
itance Tax Law and Federal Income 
Tax Law. 


—William M. Rosendale, who, for the 
last several years has been assistant 
cashier of the Market and Fulton Na- 
tional Bank of New York, has been 
made a cashier of that institution. He 
succeeds the late John H. Carr. 

Mr. Rosendale has been in the em- 

ploy of the bank since boyhood. In 


Wa. M. Rosenpnace 


CASHIER MARKET AND FULTON NATIONAL 
BANK OF NEW YORK 


1910 he was appointed an assistant 
cashier, after having had a wide expe- 
rience in the various departments of 
the bank. 

He has always taken an active inter- 
est in the American Institute of Bank- 














How Shall Railroads Be 
Regulated? 


O YOU know the intensely interest- 
ID ing story of the conflict between the 
labor and railway lobbies at our 
State capitals? Samuel O. Dunn, editor of 
the Railway Age Gazette, in the October 
Scribner’s, shows the fallacy of the idea that 
railroads begin and end at State lines. In 
“Tén Years of Railroad Regulation” he 
tells why disputes over rates, wages, and 
working conditions can never be settled by 
forty-nine masters at once. And he gives a 
solution, without the drawbacks of over- 
centralization. 


Samuel O. Dunn 


New Precedents in Business 
Jie: as modern artillery has proved 


‘ 


the vulnerability of Europe’s “ invul- 

nerable”’ fortresses, so modern financ- 
ing has upset past traditions in war times. 
You will get a clear idea of just what 
new economic precedents have been set 
when you read “After Two Years of War,” 
by Alexander Dana Noyes, in the October 
issue. 


Both of these articles are typical of the way 

big business matters are constantly being pre- 

sented in Scribner’s. Scribner’s goes now to 

more than 100,000 American homes like yours. 

For $1 you can get it for the neat four 

months, beginning with this unusu- 
Alexander Dana Noyes ally interesting October number. 














Scribner’s CHARLES une SONS 


599 Fifth Avenue, New York 
for October Send me the next four numbers of Scribner's for $1, 
for which remittance is attached. 


CHARLES SCRIBNER’S SONS nen 


599 Fifth Avenue, New Yor, ee 
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Certified Public Accountant 


Specialist in 
Directors’ Examinations 
Credit Investigations 
Amortization of Bonds 


43 Cedar Street, New York 




















ing and is a charter member of the 
New York Chapter, having served as its 
president in 1909-10. He has taken 
an active part in the chapter’s affairs, 
having served on various committees and 
the board of governors, and delivered 
numerous lectures before the classes of 
the chapter in connection with its edu- 
cational work. 





L PPINCOTT WN. Y 
Wiruam H. Jaauitu 


ASSISTANT CASHIER COAI AND IRON NATIONAL 
BANK, NEW YORK CITY 





—Announcement has been made by 
the Coal and Iron National Bank of the 
election of two new assistant cashiers— 
William H. Jaquith and Wallace A. 
Gray. Mr. Jaquith previously held the 
position of paying teller and has been 





L PeiINCOTT, N. Y. 


Wattace A. Gray 
ASSISTANT CASHIER COAL AND IRON NATIONAI 
BANK, NEW YORK CITY 


with the bank for a period of twelve 
years. He was formerly connected with 
the National Bank of North America, 
and with the Liberty National Bank. 
Mr. Gray has been with the Coal and 
Iron since its organization and_pre- 
viously held the position of loan clerk. 
Like so many successful New York 
bankers, he received his early train- 
ing with the Fifth Avenue Bank. 


The Brooklyn Trust Co. has elected 
Frederick B. Lindsay and Gilbert H. 
Thirkfield as assistant secretaries to fill 
vacancies. 


—George J. Corbett, formerly of the 
firm of Joline, Larkin & Rathbone, has 
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been elected an assistant secretary of 
the Central Trust Co. of New York. 


& 


E. B. Clare-Avery, formerly assist- 
ant cashier of the Merchants-Laclede 
National Bank of St. Louis, has been 
elected secretary of the Citizens Com- 
mercial Trust Co. of Buffalo, N. Y. 

Mr. Clare-Avery came to St. Louis 
from New York City in 1906 as man- 
ager of a branch offce of E. Naumberg 





E. B. Crare-Avery 
RECENTLY ELECTED SECRETARY OF THE CITIZENS 
COMMERCIAL TRUST CO. OF BUFFALO, N. Y. 


& Co. In 1908 he became assistant 
cashier of the Merchants-Laclede Na- 
tional Bank, from which he recently re- 
signed. 

He was the first secretary of the As- 
sociation of Reserve City Bankers when 
that association was organized five years 
ago. In May, 1915, he was elected 
president. He was twice chairman of 
Group Seven of the Missouri Bankers 
Association and was elected treasurer of 
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Resources 


$ 14,000,000.00 


If intelligent hand- 
ling of items and low 
rates appeal to you 
send us your Buffalo 
business 


THE 


PEOPLES 


OF 
BUFFALO 


Try our Service 


and you will be entirely 
satisfied 


A. D. BISSELL, President 
C. R. HUNTLEY, Vice-Pres. 
E. H. HUTCHINSON, Vice-Pres. 
E. J. NEWELL, Vice-Pres. 
HOWARD BISSELL, Cashier 
C. G. FEIL, Asst. Cashier 
A. J. ALLARD, Asst. Cashier 
G. H. BANGERT, Asst. Cashier 
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the Missouri Bankers Association at the 
annual convention in May last. 


—Business in the Philadelphia dis- 
trict, says the First National Bank, is 
being conducted cautiously, with regard 
for the perils which always accompany 
a prosperity based upon unprecedented 
conditions. Industrial managers, in- 
stead of disbursing heavy dividends, are 
putting profits back into plants and do- 
ing what they can to fortify their finan- 
cial position. The working capital of 
many such concerns stands at a level 
high enough to provide for the drastic 
readjustment which must follow the 
ending of the war. This movement to 
finance the restoration of peace, while 
the war is still in progress, reflects the 
conservatism of a community which, al- 
though enjoying unprecedented foreign 
business, is doing what it can to build 
up domestic industry and make itself 
independent of European orders. The 
whole world is doing the same thing to 
a greater or less extent. 


—A revision of steel-trade sentiment 
concerning the future of the industry 
was a_ specific development of the 
month just ended, says the People’s 
National Bank of Pittsburgh, in its 
September trade letter. The present 
view is that existing activity will con- 
tinue through next year at least, and 
that prospective requirements will be 
large enough and urgent enough to 
maintain the current high average of 
prices during that period. 


The Citizens Commercial Trust 
Co. of Buffalo has opened a branch at 
Black Rock, at the same time complet- 
ing negotiations whereby a merger was 
effected with the Black Rock Bank, 
which formerly served this locality. 

It is expected the business of the new 
institution will be facilitated materially 
by the activity of its advisory board, 
which consists of the directors of the 
former Black Rock Bank. They have 
pledged themselves to do everything in 
their power to interest the business men 
of the northern section of the city in 
the establishment. 
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- The Dominant 


: Bank 


a leading position 
educational pub- 


gains and holds 
through intensive, 
licity. Not satisfied with existing 
demands, it creates new 
suggests broader uses of its facilities 
to patrons—new uses to prospects. 
= Throughout the United States finan- 
= cial institutions are gaining and main- 
taining the dominant position through 
the use of Collins Publicity Service- 
a service that covers every detail of 


business : 


permanent busiress building. 
A Florida banker writes : 


“ After adding many new accounts and 

much valuable business, as a result of 
E Collins scientific pudlicity, we are con- 
= fident that a permanent educational 
propaganda can he profitably made a 
fixture.” 





Particulars on request. 
COLLINS PUBLICITY SERVICE 
Philadelphia, Penna. 
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The section of the city served by the 
new branch was without a bank until 
the beginning of this. year, when the 
Black Rock Bank was organized. It 
began business in temporary quarters on 
Forest avenue. It prospered from the 
first, and in eight months accumulated 
deposits of $1,000,000. 

The Black Rock branch forms the 
third link in the city-wide chain of 
banks which the Citizens Commercial 
Trust Co. is establishing. The others 
are the Citizens Bank and the Security 
Safety Deposit Co. The trust com- 
pany is to have as its headquarters most 
of the southwest corner of the ground 
floor of Ellicott Square with direct con- 
nection with the Security Safety De- 
posit vaults in the basement of that 
building. The trust company is to open 
its new headquarters October 1. 
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40 STATE STREET, BOSTON, MASS. 
MAVERICK SQUARE, EAST BOSTON, MASS. 


Assets, $4,535,000 : 


OFFICERS 


CHANDLER M. WOOD, President 


WILLIAM H. STICKNEY, Vice-Pres. & Treas. FRANK F. COOK, Sec. & Asst. Treas. 
HERBERT T. GREENWOOD, Asst. Sec. 

Solicits the Business of Individuals, Firms, Corporations and Trustees 

Correspondence relative to Boston and New England Business invited 


aul ! i) 


NEW ENGLAND 
Boston 


The State Street Trust Co. is plan- 
ning for the erection of a large building 
on the corner of State and Washington 
streets, near its present quarters, to be 
occupied by the main office of the com- 
pany. 


The Cosmopolitan Trust Co. is 
planning to remove its quarters in De- 
cember from the building now occupied 
to the spacious ground floor of the New- 
port building, on Devonshire street. 


The Commonwealth Trust Co. has 
opened a savings department and will 
receive deposits of $5 and over, on which 
interest at the rate or four per cent. will 
probably be paid. 


The Federal Trust Co., which 
opened a savings department recently, 
has now over $850,000 on deposit in 
that department. 


& 


At a recent meeting of the direc- 
tors of the Webster and Atlas National, 
Frank B. Butts, at present auditor of 
the Old Colony Trust Co., was appoint- 
ed an assistant cashier. 


The Essex Trust Co. of Lynn, 
Mass., has announced the opening of 
an interest department, which will allow 
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WALTER S. CRANE, Vice-President 





interest at the rate of three per cent., 
compounded monthly, and deposits from 
$1 upward may be made. A limited 
checking system will allow the with- 
drawal of any part of the deposit when 
needed. 


—The Merchants National Bank of 
Worcester has increased its dividend 
rate from eight to ten per cent. 


—A charter has been granted for the 
organization of the Manufacturers Na- 
tional Bank at Cambridge, with capital 
of $200,000 and surplus of $50,000. 


—The Chicopee Falls Savings Bank 
is now located in its handsome new 
building, erected for its exclusive use by 
Hoggson Brothers, builders, of New 
York and Boston. 

The new structure, which is an adap- 
tation of the Italian renaissance style 
of architecture, is constructed of brick, 
with a granite base. It is trimmed with 
terra cotta with richly modeled cornice 
and door splices. The combination of 
these materials has been designed with 
careful regard to proper and artistic ar- 
rangement as to colors and textures. The 
steel vault offers security for the bank 
funds and ample shelving for books, and 
may be said to be the last word in vault 
construction, every precaution having 
been considered to withstand any possi- 
ble elements of destruction. 

The Chicopee Falls Savings Bank was 
incorporated in 1875, and since then has 
shown a steady progress along the lines 
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Our Banking Service 
ITS RESULTS 


June 30 Deposits *Undivided Earnings 
ISS6 - $2.462.977 - $44.687 
1896 - 3,276,321 - 975.538 


~ 
1 2.0 é 2,1 49 @ 
21,152,542 - 
* An increase in ** Undivided Earnings ** indicates more money put back 
into this bank. This is an added protection to our depositors. 


American Trust 
“Since COmpaMy 


UNION SAFE DEPOSIT VAULTS 40-50 State St. 


“The Small Account Today Makes the Large Account Tomorrow” 


1,834,978 
2,386,766 


$1,000,000 


City Square 
Charlestown 

















of sound, conservative banking. The 
present officers of the bank are: George 
M. Norton—one of the original incor- 
porators—president; L. J. Gibbs, Fred 
N. Withrel and A. H. Martin, vice-presi- 
dents ; Eugene J. O'Neil, clerk; John B. 
Knight, treasurer; Mabel Hobert Page, 
assistant treasurer. 


& 


SOUTHERN STATES 
Richmond 


[Special Correspondence} 


A record has just been established 
here by the Federal Reserve Bank of 
the Fifth District, when at the end of 
the second week in September the total 
rediscounts for the two weeks amounted 
to $2,946,531. During the first week 
in September the amount of securities 
handled by the parent bank for mem- 
bers reached a total of $1,597,706, and 


for the second week the amount was 
$1,348,825. 

August is usually a dull business 
month in this section, but this did not 
prove the case this year, the month’s 
banking business being far in excess of 
August of last year. The excellent busi- 
ness conditions obtaining in the South 
is indicated in the clearings of the banks 
which are about double what they were a 
year ago, and the rediscounts of the Re- 
serve Bank were far in excess of any 
other two consecutive weeks in the his- 
tory of the Reserve System. 


-Predicting a great season of pros- 
perity in the South, Fairfax Harrison, 
president of the Southern Railway, 
talked optimistically concerning busi- 
ness conditions when in Richmond re- 
cently. Mr. Harrison came to this city 
to formerly accept the presidency of the 
Virginia State Fair Association, a posi- 
tion to which he has been unanimously 
elected to fill the vacancy caused by the 
death of Henry Fairfax. 

Mr. Harrison thinks the South is 
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The Roneo “No Water” Copier 





SUPERSEDES the Screw 
Press because of its great 
speed and convenience. 


SUPERSEDES the Carbon 
System because of its greater 
accuracy and smaller cost. 


SUPERSEDES Rotary 
Water Copiers because of 
its cleaner work and greater 
speed. 





A booklet entitled ‘‘ Modern Methods of Letter Copying *” 
will be sent free upon request to 


RONEO COMPANY ttt temara’ Steer NEW YORK 





Copies are uniformly perfect 
and no water being used, 
originals cannot be smudged 
or blurred. 








fast acquiring a prominent position in 
the commercial world and is of the opin- 
ion that even at the close of the Euro- 
pean war great prosperity will continue 
in the South on account of the large 
amount of cotton that is grown in that 
territory. Cotton will be the great 
money crop of the South, declared Mr. 
Harrison, and in addition to the agri- 
cultural resources large manufacturing 
plants will certainly be located in the 
states south of Mason and Dixon line. 


Richmond bankers took a_promi- 
nent part in the preparation of Rich- 
mond’s brief in the application for the 
$11,000,000 Government armor steel 
plant that is to be established. The 
paper, which was generally conceded to 
be one of the strongest placed before 
the Naval Board, was presented by John 
Kerr Branch, president of the Mer- 
chants National Bank. 

The fact that Richmond had been se- 
lected as a proper site for one of the 
Federal Reserve Banks, the excellent ac- 


3vo 


complishments of this bank proving the 
wisdom of the officials in their selection, 
was used as one of the arguments for 
this city, as the best place to locate the 
big steel plant. It was also claimed that 
the water and rail transportation was 
as good as could be found anywhere, 
and that Richmond offered special in- 
ducements because of the fact that iron 
ore of a high quality and in abundance 
could be obtained right in the state. 


—Tobacco will be a great money crop 
in Virginia and North Carolina this 
year, the prices being higher than ever 
before. The first sales in Richmond, 
which was for primings, brought from 
$4 to $8 per hundred, which was from 
two to three times as much as the prices 
during the past several years. Old to- 
bacco dealers here predict record prices 
on all grades, expressing the opinion 
that the prices this vear will be more 
than double those of last year on all 
grades. The fact that the crop may be 
a little short will make no difference to 











Unusual Plan For Increasing Deposits 


Will be used by hundreds of banks through the U. S. during the month 
of November. 


About six years ago, when banks were 
not as aggressive in methods of going 
after new accounts as now, I began won- 
dering why a certain idea which was, and 
is, being carried out by progressive busi- 
ness houses in getting new business, was 
not applied by financial institutions. It 
seemed so obvious to me that it would be 
a huge success that I began building 
around that idea until it has been devel- 
oped into a complete, conservative and 
remarkable plan for securing new de- 
positors. It has never been used by 
banks. 

The system will be used by banks in 
practically every state in the Union dur- 
ing the month of November, and the 
increase in deposits will be shown on 
their final annual statements. 

I have already corresponded with hun- 
dreds of banks, but there are yet a good 
many cities in which no arrangements 
have been made. The plan is practical 
for any city with a population of from 
2,000 to 6,000,000, but will be used by 
only one bank in each of such cities. 

The plan cannot be copyrighted and is 
being placed on this basis: I will mail 








it, complete, to your bank on October 
15th, and write you what the charge is 
for your city. You examine the plan 
and if you decide to adopt it, just send 
me the amount designated, which, by the 
way, is very nominal and based on popu- 
lation. 

You are under no obligation to send 
me one cent unless it is worth to your 
bank many times my charge. The only 
agreement on your part is that you will 
not use the system unless the charge is 
remitted to me. 

I will be glad to write, or wire, you 
what the price is for your city, but it is 
not really necessary in view of the fact 
that it is just as easy to send the plan 
and price at the same time. I am com- 
pleting arrangements to mail it to all 
banks on October 15th, to be used by 
each during November. This does not 
allow much time for correspondence, so 
just write me now to submit the system 
for your inspection. You will be only 
too glad that you have it instead of some 
competing institution. Address, M. W. 
Lloyd, Consulting Sales Manager, Ameri- 
can Bank Building, Richmond, Va. 

















the growers, as the prices will be so high 
that they will get much more money for 
their crops than ever before. 

The embargo on tobacco placed by 
Germany and Great Britain will have no 
effect on the sale of the crop in this 
section of the country, because the de- 
mand is greater than ever before and 
fancy prices are being paid for all 
classes of the product. 


—An increase of seventy-seven per 
cent. in bank clearings for the first 
eighteen days in September compared 
with a like period in September of last 
year. In a statement issued by the 
Richmond Clearing-house Association 
the clearings for September, 1916, 
amounted to $43,467,598, and for the 
corresponding dates in 1915 the amount 
was $24,987,648, showing an increase 
of $18,479,950 for this year. 

Bankers of Richmond are well pleased 
with the financial situation in this city, 
and say the same excellent condition ob- 


tains throughout the South, which is 
now sharing with the rest of the coun- 
try in the general prosperity of the 
United States. 


—Colonel Thomas B. McAdams, vice- 
president and cashier of the Merchants 
National Bank, who has been critically 
ill from an attack of typhoid fever, has 
recovered sufficiently to return to his 
office. It will be several weeks before 
he regains his strength. 


& 


‘Baltimore 


—Final steps have been taken com- 
pleting the merger of the Merchants- 
Mechanics’ National Bank and the First 
National Bank of Baltimore, two of the 
most important institutions in that city. 
The united bank will be known as the 
Merchants-Mechanics First National 
Bank of Baltimore, capital and surplus 
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$4,000,000. It will have aggregate re- 
sources of $35,000,000, and deposits of 
from $28,000,000 to $30,000,000, mak- 
ing it one of the largest national banks 
of the South, and ranking with the most 
important banks of the country. Pend- 
ing the completion of alterations in the 
Merchants-Mechanics Bank _ building, 
which will house the new bank, the busi- 
ness of the First National will be con- 
ducted at its present quarters. The 
president of the new bank is Dougias H. 
Thomas, formerly president of the Mer 
chants-Mechanies National Bank; Col- 
onel H. B. Wilcox, president of the First 
National Bank, has become vice-presi- 
dent of the consolidated bank; John B. 
Ramsay will be the chairman of the 
board of the new bank, the membership 
of which has been increased to twenty- 
two by the addition of the following di- 
rectors of the First National Bank; H. 
B. Wilcox, Blanchard Randall, Leonard 
L. Greif, E. Asbury Davis, William C. 
Rouse and Charles O. Scull. The other 
directors, all of whom had served on the 
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board of the Merchants-Mechanies Na- 
tional Bank, are: Alexander Brown, 
George C. Jenkins, Douglas H. Thomas, 
John B. Ramsay, D. D. Mallory, Miles 
White, Jr., Lawrason Riggs, E. B. 
Hunting, John S. Gittings, George K. 
McGaw, James L. Sellman, Morris 
Whitridge, Summerfield Baldwin, Jr., 
Samuel C. Rowland, James C. Fenha- 
gen and William Wallace Lanahan. 


& 


At a meeting of the shareholders of 
the New Farley National Bani of Mont- 
gomery, Ala., held on August 10, it was 
determined to change the name of this 
institution to the Capital National Bank. 
This change of title has been approved 
by the Comptroller of the Currency, and 
hereafter the bank will be known as the 
Capital National Bank of Montgomery. 
The officers and directors of the Capital 
National are the same, there being no 
other changes. 
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The Live Stock Exchange National Bank 
UNION STOCK YARDS, CHICAGO, ILL. 


The Oldest, Largest and Best Equipped Institution in Existence 
Devoted to Live Stock Interests 


CAPITAL, SURPLUS AND PROFITS - - $2,000,000.00 


OFFICERS 














M. A. TRAYLOR, President 
8S. T. KIDDOO, Vice-President 
G. F. EMERY, Cashier 









A. W. AXTELL, Assistant Cashier 
DL. R. KENDALL, Assistant Cashier 
L. L. HOBBS, Assistant Cashier 











—The Hamilton National Bank of 
Chattanooga, Tenn., capital $1,000,000, 
has absorbed the Citizens National 
Bank, capital $300,000. This involves 
the taking over the Citizens’ National 
capital stock at $140 per share. The 
new merger makes the Hamilton Nation- 
al the second largest bank in the state. 


—The Security National Bank of 
Dallas, Tex., of which D. E. Waggoner 
is president, makes a very creditable 
showing in its Comptroller’s statement 
of September 12. At this time deposits 
were $9,216,228.83, and total resources 
were $14,293,332.19. The continuous 
growth of the resources of this bank is 
good evidence of the excellence of its 
service to clients and depositors. 


& 


WESTERN STATES 
Chicago 


—Nelson Swift Morris has been elect- 
ed a director of the First National Bank 
of Chicago, and a member of the board 
of directors and advisory committee of 
the First Trust and Savings Bank. He 
succeeds Marvin Hughitt, who has re- 
signed from both boards. Mr. Morris 
is the third generation of the family on 
the board of the First National. His 
grandfather, Nelson Morris, the found- 
er of the packing firm bearing the name, 
was elected a director in 1872, and his 































father, Edward Morris, was on _ the 
board from 1907 till his death in 1913. 


—On October 1 the Harris Trust and 
Savings Bank of Chicago distributed 
$500,000 of additional capital stock at 
par to stockholders of record August 28. 


—The Continental and Commercial 
National Bank of Chicago has compiled 
its annual review of “Crop Reports 
and General Business Conditions for 
1916.” In the preface to this pamphlet 
President George M. Reynolds says: 

“In compiling this report we have 
endeavored to follow the plan adopted 
by us in previous years, by giving, as 
nearly as possible, a digest of the re- 
ports and information received from sev- 
eral thousand manufacturers, jobbers, 
and bankers located in different parts 
of the country. Because of the intelli- 
gent discussion of the great problems be- 
fore the public at the present time, many 
of the letters written us are extremely 
interesting, and show that American 
business men as a rule are alert and 
quickly apprehensive of changing con- 
ditions.” 


—The West is still a good deal con- 
cerned about the crop outlook, says the 
September letter of the National City 
Bank of Chicago. The situation in the 
Dakotas and Minnesota is rather per- 
plexing and the threshing returns are 
likely to show considerable reduction in 
estimated vields. Blight, rust and storms 
have done a good deal of injury through- 
out that territory. Corn has been in- 
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jured more or less seriously in parts of 
Missouri, Oklahoma and Kansas. Some 
damage has been done also in southern 
Nebraska and in Iowa. Rain is needed 
in a considerable portion of the belt 
where heat and drought have wrought 
havoc. The hay crop is excellent. Pret- 
ty good premiums are being paid for 
cash wheat. The rise in wheat prices, 
as a consequence of the government crop 
report and the damage done in the 
northwest, has excited interesting dis- 
cussion as to how the profits of the farm- 
ing communities are likely to compare 
with the returns of a year ago. The 
belief prevails that the farmers as a 
whole will end the year with comfortable 
net returns, owing to their ability to get 
prices for the wheat carried over from 
last year. 


-The stockholders of the Chicago Ti- 
tle and Trust Co. of Chicago have voted 
to increase the capital of the institution 
from $5,600,000 to $7,000,000. Each 
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stockholder of record Sept. 1 was of- 
fered the new stock in the proportion 
of one share of new stock to each four 
shares of stock held. The stockholders 
were given until September 16 to sub- 
scribe. 


—Roy H. Griffin, vice-president of 
the People’s Trust and Savings Bank 
of Chicago, Ill., who has been elected 
vice-president of the Citizens Commer- 
cial Trust Co. of Buffalo, is the father 
of the Christmas Savings Club idea in 
Chicago. He is also the originator of 
many other similar plans for the encour- 
agement of thrift. 


—wWilliam Ewing, formerly assistant 
sales manager of the bond department 
of the Harris Trust and Savings Bank 
of Chicago, has become associated with 
J. P. Morgan & Co. as assistant to the 
manager of the bond department. Mr. 
Ewing will give special attention to the 
western business of the firm. 
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millions and 


St. Louis 


—‘Colliers” for September 9 takes 
occasion to compliment St. Louis on its 
excellent civic spirit. The infant mor- 
tality in St. Louis, says an editorial, is 
the lowest of any large city in the 
United States; it is noticeably lower in 
the summer months, and this notwith- 
standing that St. Louis is not considered 
by most of us as a summer resort. For 
one thing, St. Louis has solved the milk 
problem. The St. Louis Pure Milk 
Commission has been in existence twelve 
years. The last ten years have seen the 
infant death rate per thousand drop 
from 134.5 to 82.1. This condition 
didn’t just happen. St. Louis, like other 
cities, used to approach the beginning of 
hot weather with a good deal of dread 
and anxiety, in consequence of the train 
of gastro-intestinal diseases which fol- 
lowed. The change has been gratifying, 
but it meant work. Highly trained 
specialists quietly caught the 4:30-in- 
the-morning trains out to the dairy 


Our Financial Department— 


is a completely organized bank, 
with total resources of over thirty 


handling reserve accounts, making 
collections, dealing in exchange 
and handling acceptances, domes- 
tic and foreign. 


Mississippi Valley Trust Co. 
Capital, Surplus and Profits over $8,000,000 


ST. LOUIS 


every facility for 





farms to watch the early milking, and 
to inspect the stables, the cows, and 
the farm hands. From an attitude of 
derision on the part of dairymen, there 
came one of eager co-operation and en- 
thusiasm. Like the farmers in Wiscon- 
sin University, they first scoffed at the 
new-fangled ideas, then got mad, and 
finally wound up by taking the course 
themselves. Then St. Louis began to 
count her gains in babies saved. 

But St. Louis was not content with its 
self-satisfaction in the line of baby sav- 
ing. Public sentiment got busy with the 
City Fathers, and that body, once skep- 
tical, seeing the infant death rate stead- 
ily drop under intelligent handling of 
the milk situation, became eager to carry 
the work further and to conserve the 
health and energize the lives of its older 
folk. Dwight Davis, who was formerly 
national tennis champion, was appointed 
park commissioner. St. Louis now has 
hundreds of municipal baseball teams; 
it is constantly laying out new munici- 
pal golf courses. It provides a number 
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of well-kept free swimming pools. It 
also provides 150 open-air concerts dur- 
ing the summer months. The park com- 
missioner moves his dancing pavilions on 
wagons from park to park and from 
open space to open space. These danc- 
ing platforms accommodate 300 couples 
at a time. Each is accompanied by a 
good orchestra. Three such platforms 
are in commission every summer night 
around every park and playgrounds in 
the city. Aged couples are seen dancing 
that haven’t danced since they were on 
the Rhine or the Liffey. The chaperon- 
age question is solved; the fathers and 
mothers are on the ground with their 
children—the dancing pavilions are 
brought to their doors and become 
neighborhood social centers, and all is 
free. These things, without any flourish 
of trumpets, St. Louis has been doing 
for years. And the municipal spirit of 
joy and of health and social betterment 
is still moving on, flushed with the suc- 
cess and the satisfaction of the work al- 
ready done. 


SIU HNITUIIIUUAAI NUANCES UTADA EEUAU EAU EOA AEE 


Established in 1891 
Union Grust Company 
Detroit, Michigan. 


Qualified by twenty-five years service 
in all trust capacities 


QUUNUOUULONU EAU DEAU EAU UEUT EAT TEA EAE 


al 


Detroit 


—Julius C. Peter, formerly assistant 
manager of the bond department, has 
been made assistant to the president of 
the Detroit Trust Co. of Detroit. Mr. 
Peters, it is said, will devote a large 
portion of his time to the trust com- 
pany’s publicity problems and to the 
development of the new business. 


—The National Bank of Commerce of 
Detroit will celebrate its tenth anniver- 
sary by moving into its stately new 


building on June 1, 1917. The new 
home of the bank is located on Fort 
street west, opposite. the Penobscot 


building. 

The new building will be three stories 
high, 130 feet deep, and 50 feet wide. 
No expense has been spared in the plans 
to make it one of the best equipped and 
artistically appointed bank buildings in 
Detroit. The front will be of Indiana 
Bedford limestone, and will be set off by 
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and 


Corporation 


Bonds 


We purchase outright entire 
issues of Municipal and Cor- 
poration Bonds that meet the 
approval of our Investigating 
Departments. 


We offer and recommend 
these bonds for the invest- 
ment of Institutions, Trustees 
and Individuals. 


We invite correspondence 
from all who are interested in 
the purchase or sale of bonds 
of this character. 


E.H. ROLLINS & SONS 


New York Philadelphia 
Chicago Denver 
San Francisco Los Angeles London 


Boston 

















monolith pillars, 40 feet in height, set 
in a double row, one above the other. 
The main floor of the building will 
be devoted to the departments of the 
bank open to the public. On the second 
floor, a large directors’ room will occu- 
py the front space, and back of this will 
be the foreign and correspondence de- 
partments. The third floor will be de- 
voted to bookkeeping and accounting. 


—Edward O. Rice. who has recently 
been made a vice-president of the High- 
land Park State Bank of Detroit, and 
of the Highland Park State Bank of 
Highland Park, was for three years a 
vice-president of the First National 
Bank of St. Paul. Prior to going to 
St. Paul Mr. Rice was in charge of 
the credit department of the Commer- 
cial National Bank of Chicago. 

During his connection with the First 
National of St. Paul the deposits of 


that institution increased from $18,000,- 
000 to £53,000,000, or an average of 
more than $11,000,000 a vear. Speak- 
ing of this growth, Mr. Rice is quoted 
as saving: “While the growth of the 
St. Paul bank has been most wonder- 
ful, I believe that the Highland Park 
banks will enjoy greater growth in the 
next few years than any other two 
banks in the United States.” 

Mr. Rice has a considerable acquaint- 


Epwarp QO. Rice 


RECENTLY ELECTED VICE-PRESIDENT OF THE 
HIGHLAND PARK STATE BANK OF DETROIT 


anceship in Detroit and made frequent 
visits here some years ago when he was 
manager of the Chicago office of Hol- 
brook, Corey & Co., commercial paper 
brokers. 


& 


Twin Cities 


—NMark Skinner, vice-president of the 
Commercial National Bank of Great 
Falls, Mont., has been elected vice- 
president of the First National Bank of 
St. Paul. He succeeds E. O. Rice, who 
gone to Detroit, Mich. M. R. 


has 





MINNEAPOLIS 


FIRST AND SECURITY 
NATIONAL BANK 


Resources over $70,000,000.00 
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The National Cattle Loan Company 











NATIONAL STOCK YARDS, 
Capital, $200,000.00 


Sells over its endorsement loans made by responsible 
cattle men, secured by cattle inspected by our own 
representatives to banks wishing safe, 
liquid investments. 
CORRESPONDENCE 


ILLINOIS 


short-time, 


INVITED 


AT THE ST. LOUIS NATIONAL STOCK YARDS 


Brown, formerly secretary to the late 
James J. Hill, has been made assistant 
to the chairman of the board of direc- 
tors. 


The State bankers of St. Paul and 
Minneapolis have formed the Twin City 
State Bankers Association. Kelsey 
Chase, president of the People’s State 
Bank of St. Paul, and former State 
Superintendent of Banking, has been 
elected president. William F. Olson, of 
the Mercantile State Bank, of Minne- 
apoiis, has been elected secretary. A 
committee will be named by the presi- 
dent to investigate the effect of clearing 
through the Federal Reserve Bank. 


& 


At a special meeting of the direc- 
tors of the Central Savings and Trust 


Co., of Akron, Ohio., E. R. Held, for- 
mer treasurer, was elected to the presi- 
dency to fill the vacancy caused by the 
death of Will Cristy. Other officers 
elected at the same meeting were: 
George Bunn, heretofore secretary, as 
vice-president, and W. J. Rouf, former- 
lv assistant treasurer, as treasurer. P. 
M. Held, who was assistant secretary, 
Two new 


M. Held 


has been chosen secretary. 
members of the board are P. 


and W. J. Rouf. 


hearing in Des 
Federal Board on 
rural credits 


Speaking at a 
Moines before the 
the merits of the new 


4100 


scheme, John Cavanaugh, of the Des 
Moines National Bank, made the fol- 
lowing statement, according to a press 
dispatch: 

“In my opinion, the Iowa farmer will turn to 
the banks you gentlemen establish for the funds 
he desires, provided you make the interest rate 
lower than the rates now existing. Iowa 
farmers have been able to secure the bulk of their 
money at 5% per cent. If you enable them to 
borrow money at five per cent. you will reduce 
their annual interest debt by $2,000,000. 

“It is my conviction that the new law will reduce 
interest rates to the farmer and enable him to 
borrow money—even here in prosperous Ilowa— 
upon more favorable terms than he has been able 
to secure it before. This being so, the law will 
be welcomed by lowa farmers and will enhances 
our agricultural prosperity, 

“Iowa has a larger percentage of its farms mort- 
gaged than any other state in the Union. The 
1910 census showed Iowa farms to be mortgaged 
to the extent of $204,000,000, or $60,000,000 mors 
than the aggregate debt of any other state. We 
bankers have been loaning heavily on Iowa farms.” 


—Frank Warner, of Waterloo, Iowa, 
has been elected secretary of the Iowa 
Bankers Association, to succeed Percy 
W. Hall, resigned. Mr. Warner has 
been connected with the Leavitt & 
Johnson banking interests of Waterloo, 
Iowa. He assumed his new duties on 
September 1. 


—Ray Nyemaster, cashier of the 
Museatine State Bank of Muscatine. 
Iowa, has been elected vice-president 
of the German Savings Bank of Daven- 
port, Iowa. 


W. E. Davis, State Auditor of Kan- 
has been elected cashier of the 
State Exchange Bank of Hutchinson. 
Kan., to succeed F. C. Kaths, who has 
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Established 
1857 


59 Years of Con- 
servative Banking 


Mechanics-American 
National Bank 


of St. Louis 
Capital, $2,000,000 


Surplus, $2,500,000 


A STRONG BANK WITH THE EQUIPMENT, 


Resources, $40,000,000 


THE EXPERIENCE AND 


THE STRENGTH TO GIVE THE BEST SERVICE 
ACCOUNTS INVITED 


WALKER HILL, 


FRANK O. HICKS. . . Vice-President 
JACKSON JOHNSON .. Vice-President 
EPHRON CATLIN. . . Vice-President 


WILLIAM H.HETTEL . 


been elected president of the Kansas 
Reserve State Bank of Topeka, Kan. 


—R. C. Stuart has resigned as Assist- 
ant State Bank Commissioner of Okla- 
homa, and Secretary of the State Bank- 
ing Board, to become cashier of the 
First State Bank of Oklahoma City, 
Okla. 


D. A. Barton, secretary of the 
Home Savings and Trust Co., of Den- 
ver, has resigried from this office. John 
Cronin will succeed Mr. Barton in the 
bank and William Bishop has _ been 
elected treasurer. 


-Mark Skinner has resigned as vice- 
president and manager of the Commer- 
ail National Bank of Great Falls, 
Mont., to accept a vice-presidency in 
he First National Bank of St. Paul, 
linn. Mr. Skinner had been active in 

reat Falls banking affairs for the past 
venty years. 


President 

JOSEPH 8S, CALFEE 
CHARLES L.ALLEN. . 
JAMES R. LEAVELL.. 
Asst. Cashier 


Cashier 
Asst. Cashier 
Asst. Cashier 


PACIFIC STATES 


San Diego 


—C. W. Wilson, for nine years as- 
sistant cashier of the Security Trust 
and Savings Bank of Los Angeles, has 
been appointed cashier of the San 
Diego Savings Bank of San Diego. The 
other officers will remain unchanged: 
M. T. Gilmore, president; J. W. Sefton, 
Jr., vice-president and manager; C. L. 
Reed, chief assistant to Mr. Wilson; D. 
N. Millan, assistant cashier. 

Mr. Wilson has been in the banking 
business in Los Angeles since 1906, 
having been previously connected with 
the Santa Fe Railway for eleven years. 
His first banking experience was with 
the Southern California Savings Bank. 
In 1907 this institution was merged 
with the Security Trust and Savings 
Bank and Mr. Wilson became assistant 
cashier. 

That he is well qualified to fill the 
position of cashier of the San Diego 
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YOUR NORTHWESTERN ITEMS 


Will Be Handled 


PROMPTLY, 
CAREFULLY and 
REASONABLY 


If Sent Direct To 


The First National Bank of Saint Paul 


RESOURCES, FIFTY-SEVEN MILLION DOLLARS 


WRITE US FOR TERMS 


Savings Bank is evidenced from the 
fact that the bank in which he has been 
an important factor for nine years is 
the largest in Southern California, and 
the third largest in the state from the 
standpoint of deposits, only two San 
Francisco banks exceeding it. 


& 


—The business of the Homestead 
Bank, one of Berkeley’s oldest institu- 
tions, has been purchased by the First 
National Bank, and the Berkeley Bank 
of Savings and Trust Co. The merger 
became effective September 11, 1916. 

The Homestead Bank has deposits 
approximating $450,000, and has al- 
ways been regarded as a strong and 
conservative institution. Frank H. 
Thatcher, cashier, and Henry F. Dry- 
den and George H. Hobel, assistant 
cashiers, will become associated with the 
purchasing banks. After the purchase 
of the Homestead Bank, the combined 
resources of the First National Bank, 


C. W. Witsox 
CASHIER SAN DIEGO SAVINGS IANK, 
SAN DIEGO, CAL. 


Oz 
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and the Berkeley Bank of Savings and 
Trust Co., will exceed $11,000,000. 

These institutions were established 
in Berkeley twenty-five vears ago, when 
the city had a population of only 5,000. 
They have grown and developed with 
Berkeley, until they are now one of the 
largest and strongest banking institu- 
tions in the state. Their management 
has remained the same for many years. 

The officers are: A. W. Naylor, presi- 
dent; F. L. Naylor and W. E. Woolsey, 
vice-presidents; W. F. Morrish, cashier 
of the First National Bank; W. S. 
Wood, cashier of the Berkeley Bank of 
Savings and Trust Co. 


—Because San Francisco has not 
been directly engaged in the war mu- 
nitions game, says the financial letter of 
the American National Bank, and no 
fabulous fortunes have been made here 
as a result of the war, some people 
seem to hold the opinion that prosperity 
has given us the cold shoulder. A glance 
at the following statistics should correct 
this impression, as such progress as 
here shown would not be possible un- 
less we were enjoying a healthy and 
ccntinuous expansion: 

BANK CLEARINGS 
First seven months of— 

14 


,208,079 


REAL ESTATE SALES 


First months of— 
1914 
1915 


1916 


seven 


POSTAL RECEIPTS 
First six months of— 

1914 

1915 

1916 


EXPORTS 


First seven months of— 
765,646 
714,711 
987 ,663 


IMPORTS 


First seven months of— 
1914 


$40,118,545 
50,391,209 


1916 80,334,302 


-W. F. Morrish, formerly assistant 
cashier of the First National Bank of 
Berkeley, Cal., has been appointed 
cashier of this institution to succeed F. 
C. Mortimer. 
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Mr. Morrish first entered the employ 
of the First National in 1904 when he 
started his banking career as a messen- 
ger. Previous to this Mr. Morrish was 
connected with the Southern Pacific 
Co., having studied for a time at the 
University of California. In 1911 he 


re 2 


CASHIER FIRST NATIONAL 


Morris 
BANK, BERKELEY, CAL. 


was elected an assistant cashier of the 
First National. 

Mr. Morrish was a charter member 
of the Oakland Chapter of the Ameri- 
can Institute of Banking and 
served three years as a member of its 
board of governors. At this time he 
was instrumental in making arrange- 
ments with the Extension Division of 
the University of California to carry on 
the educational work of the chapter. 

Mr. Morrish always 
strong believer in educational 
among bank employees and has himself 
teken a two-year course in banking and 
cemmercial law, and holds a diploma 
from the American Bankers Association. 


has 


has been a 


work 
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He has been very active in the work of 
the A. I. B., and has served as a dele- 
gate to several of its conventions. Mr. 
Morrish is also interested in all matters 
pertaining to civic betterment, and is a 
member of the Chamber of Commerce 
and several other clubs and organiza- 
tions. 


—The Anglo and London-Paris Na- 
tional Bank publishes the following ta- 
bles showing the condition of the Cali- 
fornia banks on June 30, 1916, and the 
comparative increase over similar fig- 
ures on June 23, 1915, one year previ- 
ous: 


Percent of 

Increase. 
19.9 
24.5 


San Francisco: Deposits 


State Commercial.. $63,717,179.19 
National 196,087 ,411.62 
\ll California: 


State Commercial. . ,0 
National 9,4 


Banks: 


1,19 
0.00 


Savings 
Francisco. ....$232,440,284.64 
California..... 537,661,117.39 


San 


\ll 


> 


Portland 


Henry J. Failing of Twin Falls, 
Idaho, has been elected vice-president 
of the Lumbermen’s National Bank 
of Portland, to succeed E. G. Craw- 
ford, who has been president of 
the Lumbermen’s National since the 
death of George W. Bates on March 22. 
The National Bank was 
organized in 1905. It has a capital of 
1,000,000. Its officers are E. G. 
Crawford, president; Henry J. Failing, 
vice-president; A. L. Tucker, cashier; 
Graham Dukehart, C. M. Drylurd and 
FE. C. Sammons, assistant cashiers. 


Lumbermen’s 


of 


new 


The United States Trust Co. 
Portland is now settled in its 
quarters in the building site which for 
past vears has been occupied by the 
Mercantile Trust Co. 


& 


Spokane 


Negotiations have been completed 
whereby the Union Trust and Savings 
Bank of Spokane will move to the first 


$113,659,716.16 
31,585,000.00 


$148,260,369.54 
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floor of the Old National building, and 
will have joint offices with the Old Na- 
tional Bank. The entire floor will be 
occupied by the two banks after Janu- 
ary 1, and considerable alterations will 
be made in the present working depart- 
ments of the Old National Bank to ac- 
commodate the trust company. 

The Old National and the 
Trust will occupy a floor space 100 ft. 
by 142 ft., not including the basement, 
which is believed to be the largest area 
occupied by any bank in this part of the 
country. 

The two institutions will retain their 
identities as individual cor- 
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$78,915,198.39 
281,444,060.98 


1,721,232.65 
590,303,000.00 


+ $250,828,408.67 
7 587,540,935.63 


78,711,181.72 

porations, but will be operated under 
one board of directors. Assets of the 
Old National now are approximately 
$16,000,000, while those of the Union 
Trust and Savings are $9,000,000, giv- 
ing total resources of the two corpora- 
tions of $25,000,000. 

The officers of the Union Trust and 
Savings Bank are: D. W. Twohy, 
president, also president of the Old Na- 
tional Bank; W. J. C. Wakefield and 
W. J. Kommers, vice-presidents; Jas. 
C. Cunningham, vice-president and 
manager; Frank C. Paine, secretary: 
Arthur S. Blum, cashier, and H. E. 
Fraser, assistant secretary. 


—The old quarters of the Union 
Trust and Savings Bank in the Marble 
Bank building have been leased to the 
Fidelity National Bank for a period of 
five years, with an option to purchase 
for a price reported at $240,000. T. 
H. Brewer, president of the Fidelity 
National Bank, has stated that his in 
stitution intends to purchase the Marble 
Bank building for its permanent home. 
The lease is on the basis of six per cent. 
per annum of the price stipulated in the 
option. 
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The Marble Bank building is_inti- 
mately associated with the financial 
growth of the city, and has historical 
associations in addition to its distinctive 
architecture and superb equipment, all 
of which is included in the lease and op- 
tion. It was the home of the Old Na- 
tional Bank for seventen years, from 
1894 until 1911, when that bank moved 
into its present skyscraper structure at 
Stevens street and Riverside avenue. 
On January 1, 1911, the Union Trust 
moved from the basement to the upper 
floor, which it still occupies, while the 
basement housed the trustee company, 
and later the Irving Whitehouse Co. 


—At the State College of Washing- 
ton, Pullman, on October 6-7 will be 
held a unique convention of farmers and 
bankers, the second of its kind in the 
United States. The excursion will in- 
clude one thousand farmers and _ bank- 
ers. All traveling expenses of the farm- 
ers are to be paid by the bankers, while 
the people of Pullman and the State 
College will furnish entertainment. 
The Pullman Chamber of Commerce 
will dine the visitors and the state col- 
lege will provide luncheon and a vaude- 
ville program. 

The idea of the convention originated 
with the Committee on agricultural and 
vocational education of the Washington 
Bankers Association. The bankers ex- 
pect that 800 farmers will accept their 
hospitality. 

Any farmer in the state who would 
like to take the trip at some other man’s 
expense can make arrangements through: 
his banker. 


—At the September 12 call of the 
Comptroller of the Currency, bank de- 
posits in Spokane were $39,301,057, or 
$8,400,000 in excess of those at the 
corresponding call for 1915. Deposits 
on September 12 this year were more 
than $1,400,000 in excess of those at 
the call June 30, 1916. 

Totals a year ago, at present and at 
a call preceding the last follow: Sep- 
tember 12, 1916, $39,301,057; June 30, 
1916, $37,943,242; September 2, 1915, 
*30,900,899. 

Loans and discounts were $1,200,000 
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less on September 12 than for the call 
of June 30, but were $3,500,000 greater 
than a year ago, as the following fig- 
ures will show: 

September 12, 1916, $23,163,016; 
June 30, 1916, $24,383,951; September 
2, 1915, $19,569,998. 

Bankers attribute the record increase 
of deposits to the sale of crops and ore. 
The additional deposits are expected to 
result in increased development. W. D. 
Vincent, vice-president of the Old Na- 
tional Bank; T. H. Brewer, president 
of the Fidelity, and Conner Malott, 
vice-president of The Spokane and 
Eastern Trust Co., all look for an im- 
provement in business conditions. 


& 
Salt Lake City 


—The Tracy Loan and Trust Co. of 
Salt Lake City moved into its 
handsome new home. 
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The new structure, which is occu 
pied exclusively by the Tracy Loan and 
Trust Co., is of marble and white stone 
construction, 33 feet wide by 155 feet 
long and 30 feet high. 

The exterior style of the building is 
a modified classic, with two great pil- 
lars of dark imperial Vermont granite 
rising in full height of the structure 
on either side of the entrance. The 
front is of bronze in unusual design. 

On the right, as one enters from the 
street, is Mr. Tracy’s private office. The 
offices of the various officials and other 
employees of the company occupy a 
large portion of the main floor. To the 
left of the main entrance is an office 
designed exclusively for the use of 
women patrons. 

A feature in the construction and 
equipment of the counters over which 
the public will transact its business with 
the officials and employees of the com- 
pany is the entire absence of barred 
gates. 

The Tracy Loan and Trust Co.’s op- 
erations heretofore have embraced loan, 
insurance, abstract and trust depart- 
ments, and with its occupancy of the 
new home the company announces two 
new departments, a savings department 
and safety deposit vaults. 

The basement of the building is com- 
pletely finished. In front is located the 
directors’ room, while the greater por- 
tion of the basement room will be used 
for other purposes. The ladies’ room is 
located at the front of the basement, 
where appointments are complete in 
every detail. 


The directors of Walker Brothers 
Bank of Salt Lake City have elected 
Louis H. Farnsworth, who has_ been 
senior vice-president, president of the 
bank in succession to the late M. H. 
Walker. Edward O. Howard, who has 
been vice-president, was elected to the 
senior vice-presidency in succession to 
Mr. Farnsworth, and John Henry Wal- 
ker, who has been assistant cashier, was 
elected a vice-president. 

Vacancies in the directorate were 
filled by the election of Morris K. Par- 
sons and Malcolm A. Keyser of Salt 
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Lake and Fred C. Jensen of Mount 
Pleasant. 

The newly elected president has been 
connected with the bank for forty-six 
years, having entered the service of 
Walker Brothers in 1870. 


& 
—The First National Bank of Pull- 


man, Wash., expects next month to be 
located in its new banking quarters at 
the corner of Main and Alders streets. 
The building will be two stories high, 
built of white stucco and trimmed with 
terra cotta. The floor will be of tile 
with fixtures of marble with mahogany 
trim. The bank will be equipped with 
every modern device for the convenience 
of the bank’s patrons, including safety 
deposit vaults and a well-appointed la- 
dies’ room. 

The Farmers State Bank and the 
First National Bank were consolidated 
in April, 1915. Present deposits of the 
merged institution are higher than the 
deposits of the two banks combined at 
the time of the consolidation, totaling 
at this time over a half-million. The 
bank has a capital of $75,000, and in 
its June 30 statement showed deposits 
of $430,470.43, and resources of $631,- 
376.06. This statement does not do the 
bank justice, however, as at the present 
time deposits are around the $600,000 
mark and the bank has no borrowed 
money and a larger reserve. 


—The Security Trust and Savings 
sank of Billings, Mont., paid-up capi- 





tal $100,000, has been organized by a 
group of Montana financiers and stock- 
men and will open: for business in the 
new future. The president of the bank 
is W. E. Waldron, formerly cashier of 
the Yellowstone National Bank of Bill- 
ings, and president of the southern 
group of the Montana Bankers Associa- 
tion. Harry F. Scott is vice-president. 


i 


CANADIAN 


—Heretofore, says a recent Canadian 
dispatch, bankers have used much pres- 
sure to get an early return of loans on 
Canada’s western farmers, and this has 
caused an early marketing of grain, but 
this year an agreement has been reached 
between western bank managers and 
heads of large grain organizations, 
whereby those farmers whose standing 
and credit are good, will have their 
promissory notes renewed from time to 
time to enable them to spread their 
shipments of grain over a longer period 
than in former years. This will take 
them from the mercy of the traders who 
bought at much lower prices during the 
rush of grain, which was forced out by 
bankers demanding the return of the 
farmers’ borrowings in the early part 
of the harvesting season. 

The new arrangement with the banks 
will be a great help to those farmers 
who have had to meet not only “grain 
money,” but notes on farm machinery, 
which is for the most part secured on 
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credit by all grain farmers. It will give 
them a better chance to meet each cred- 
itor at the proper time and the grain 
farmer will be in a better position to 
pay his debts owing to his ability to 
hold back his grain and sell when the 
market is at a higher level than at har- 
vest time, when the rush to market is 
on. 

The banks will not make any longer 
term notes than in former years to farm- 
ers, nor will their security be less than 
formerly, when it was taken on crop 
and farm buildings, leaving the harvest- 
ing machinery companies to lay their 
credit claims on the machinery sold on 
the instalment plan. 

To co-operative credit associations, 
formed by farmers of good and unques- 
tionable standing, money will be loaned 
by the Canadian banks at a slightly re- 
duced rate, and this money will in turn 
be loaned to individual members at the 
same rate as secured from the banks. 

In previous years managers of branch 
banks throughout the Canadian North- 
west have utilized their influential posi- 
tions as acting agents of insurance and 
mortgage companies, grain commission 
firms, etc. But beginning this year the 
head officers of these institutions have 
given managers to understand that with 
the exception of extreme cases these 
conditions would not longer be allowed 
to exist. 

Having accomplished a better method 
of financing western grain crops the 
farmers will now endeavor to have the 
Canadian bank act amended so that the 
security for loans on live stock can be 
taken in the form of a live stock lien in 
accordance with statutory provisions, so 
that it may be drawn up by the banker 
and the farmer without any cost. This 
will remove the long-felt stigma of chat- 
tel mortgage in the live stock industry 
and help lift Western Canada out of 
another unfavorable rut, which is an 
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Eastern way of financing, and has never 
been successful in the West, and has 
kept that section back for a number of 
vears, in fact, since the great Western 
boom started. 

Owing to the improved financial con- 
ditions and the liquid condition of the 
banks, there is little fear but that fur- 
ther and adequate finances can be fur- 
nished by the Canadian banks to do all 
the necessary financing of crops which 
is necessary. Sir Thomas White, Min- 
ister of Finance, has taken all precau- 
tionary measures against any shortage 
of funds and is putting into effect the 
policy which has in former years been 
carried out successfully. This policy 
calls for a representative of the Re- 
ceiver General’s office being stationed 
at Winnipeg, at the Government office 
there, where the various bank’s paper 
money is taken in and discounted by the 
Federal Government, which process does 
away with any delay in the way of crop 
financing by branch banks. which have 
only their own paper on hand and lack 
Federal paper which guarantees abso- 
lute security for its own issue. 


At a recent meeting of the direc- 
tors of the Royal Bank of Canada Mor- 
timer B. Davis, president of the Im- 
perial Tobacco Co. of Canada, Ltd., 
and G. H. Duggan, vice-president and 
general manager of the Dominion 
Bridge Co., were elected directors of 
the bank to succeed T. J. Drummond of 
Montreal and Wiley Smith of Halifax, 
both deceased. Mr. Davis was formerly 
a director of the Union Bank, but re- 
signed from that post in 1910. Mr. 
Duggan has been prominent as an engi- 
neer and as an industrial organizer. He 
was recently elected to the directorate 
of the Montreal Trust Co. and is also a 
director of many other concerns in 
Canada. 
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